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“YOU SEEM TO BE IN TROUBLE, HORACE - - SO I 
BROUGHT TH’ SWAMI TO TELL US HOW 
IT WILL ALL TURN OUT...” 


Factory-built switchgear, shipped ready to install, 
avoids Horace’s trouble. I-T-E pioneered steel enclo- 


sure of switchgear years ago and has been designing 
and fabricating ever since. 


AIR SWITCHGEAR 


~1CIRCUIT BREAKER CO., panancueuia,» 
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urners for every Gas Appliance 


xpertly engineered gas appliances now command top attention. This is so 
ause of the necessity for conservation of all types of gas, as well as critical 
rials used in gas burning equipment. Barber now offers for appliances oper- 
d on natural, manufactured, Butane, or bottled gas, the most economical and 
ly perfected burner units obtainable. On atmospheric pressure, patented 
ber Jets, with a unique auxiliary air feed, deliver a perfectly directed flame 
900° temperature with complete combustion. Over twenty years of service 
mppliance makers, nearly 200 of whom now use Barber Burners, emphasize the 
riority of our products. 


ur facilities are now mainly employed on war work. For those limited pur- 
s for which our regular line of products is permitted, we shall continue to 
ply them. Later, when normal conditions are restored, Barber will furnish its 
omary service to the trade on high quality Burners and Regulators. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER BURNERS 
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Scraps Your Wrench Housing 
Repair Problem 


_If this Housing ever 
© Breaks or Distorts we 
10 aati ~ will replace it Free 


COPR. 1937 
THE RIDGE TOOL CO, 
ELYRIA, O. 














595 
596 
597 


i ; This Guarantee means renze0> 
wrenches stay on the job... 


618 
625 
629 ; ee 
535 NDER war emergency or post-war competition 
, you can’t afford to waste either time or money 

repairing pipe wrenches. That makes RIBAID 

important to you. The guaranteed housing prac- 





44 tically insures you against wrenches out of order, 
53 off the job—cuts expense and spares needed. 
59 And it’s faster, easier to use. Handy pipe scale 
60 on hookjaw, adjusting nut in open housing al- 
. ways spins easily to pipe size, powerful I-beam 
handle is comfortable to the hand. For a trouble- 

6 Pe PS proof work-saver tool . . . always ask your Supply 
10 5 House for RIZFAID. 

12 oo Rim@MID End Wrench for pipe in coils or against flat surfaces. 
34 oY Made in sizes E6" to E36". 

48 

THE RIDGE TOOL COMPANY 

4 ELYRIA, OHIO, U.S.A. 
AD. 
c 
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Pages with the Editors 


Wr the runty, bald-headed, superintel- 
lectual sophisticates of the year 5000 
AD or thereabouts get to digging around the 
ruins of ancient New York, Chicago, what 
will they find? Of course, they will find the 
ruins—that is, if they have the forethought to 
supply themselves with a copy of Henry G. 
Wells’ “Shape of Things to Come.” With a 
little luck and patience they might even find 
the Time Capsule which was buried in the 
New York World’s Fair grounds a couple of 
years ago expressly for the edification of such 
posterity. 


But what else will they find—besides ruins 
and odds and ends of equipment which will be 
no longer useful or even recognizable? Chances 
are they will find pipes—water pipes, drain 
pipes, and, most of all, gas pipes. And what is 
more, these ugly, near-sighted dwarfs (who 
such eminent prognosticators as Wells assure 
us will be our descendants) will probably 
know right away what these pipes are for. 
They will recognize the utility of every one of 
them from the three-eighth-inch extension to 
the “big inch” pipe line now being buried in 
the plains of the Middle West. 


WE can be confident that these facilities will 


HERBERT COREY 


It is surprising how perishable bad temper is 
if we really give it a chance to die out. 


(SEE Pace 610) 
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be recognized for the simple reason that de- 
spite all of our theorizing of the wonders to 
come, even the Sunday supplement writers 
have never been able to figure out any other 
way to transport gas and water feasibly, regu- 
larly, and in large quantities. We have to use 
pipes. 


In centuries to come, the radio art may im- 
prove to the point where the telephone and 
telegraph wire will become a relic of the past; 
and every man and woman in the world will 
have his own radio frequency, just like a social 
security number; and carry his personal tele- 
phone in his pocket or around his neck. It may 
even be economical (as it is already possible) 
to transmit electric power through the air and 
avoid the use of power transmission lines in 
such large quantities. But the wildest dreams 
of the atomic theorists have never suggested 
that gas or water could be broadcast through 
the free air or transported in any other way. 
We have to use pipes. 


> 


Src, therefore, to use an old cliché, the pipe 
seems to be here to stay and is no passing 
fad of the nineteenth and twentieth centuries, 
it is a fair question whether we shall always 
need the stuff which we are now sending 
through the pipes. That is the only other 
reason there might be for dispensing with 
them. Water, of course, we shall always need, 
at least to wash ourselves with, even in the 
land of milk and honey painted so glowingly 
by some of the postwar planners. But will we 
need the gas? It would be a brash prophet in- 
deed who would try to answer that question 
on such a long-range basis as 4000 or 5000 
AD, so let us screw down our sights a bit. 
How about the next generation? How about 
the postwar period just ahead? 


WE have gone to an expert for the answers 
to these questions and the result is the leading 
article in this issue, which resolves the con- 
clusion in the affirmative suggested by the 
title “We'll Always Need Gas.” The expert 1s 
C. Grorce SEcELER, who is engineer of utiliza- 
tion for the American Gas Association. Mr 
SEGELER is the product of Brooklyn's Poly 
Prep and a graduate of Columbia University 
(22). He broke into business life at the Syra- 
cuse plant of the Semet-Solvay Company. He 
returned to New York city shortly after and 
joined the Consolidated Gas Company, and 
since 1925 has been with the American Gas 
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RILEY STEAM GENERATING UNIT 


Results from this 300,000 Ibs/hr Riley 


Unit again proves that results from Riley 





Units consistently exceed guarantees. 


Actual Guaranteed 
Results Performance 


Efficiency 89.61 87.98 
Steam Temp. 904.5 905 
Temperatures 

Gases leaving Boiler 751.5 793 
Gases leaving Econ. 508 550 
Gases leaving Airheater 245.5 280 


Heat Balance 
Hydrogen & Min. Fuel 5.55 6.00 


Moisture in Air 0.12 0.09 
Dry Chimney Loss 3.37 3.78 
Rad. & Unacct. 1.35 2.18 
Total Losses 10.39 12.02 


It is because of performance 
like this that so many public 
utilities have swung to Riley Units 


Large Florida Public Utility 
300,000 Ibs /hr. 

1025 Ibs. pressure—905° F. 
Oil Fired. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PAGES WITH THE EDITORS (Continued) 


ERNEST R. ABRAMS 


Is the administration now bringing up some 
88-millimeter guns for the power industry's 
benefit? 


(SEE Pace 618) 


Association, whose headquarters are, of 
course, in the same old home town—if a 
Brooklynite condescends to consider Manhat- 
tan as a part of his home town. 


Mr. SEGELER has prepared many of the AGA 
books, particularly those on technical subject 
matter. One of his most recent products was 
the AGA brochure on war protection of the 
gas industry. He is a member of the American 
Institute of Chemical Engineers, the Ameri- 
can Ceramic Society, and the American So- 
ciety for Metals. For hobbies he favors boat- 
ing and digging around with other mineral 
collectors of the New York Mineralogical 
Society. 

* 


ARTIN Luther has ascribed certain vir- 

tues to the exercise of anger—presum- 
ably righteous anger, of course. And psycholo- 
gists have found some support for this intui- 
tion of the Great Reformer. But it is doubtful 
if the field of labor relations is a very suitable 
place for its application. All of which is a 
build-up for Herpert Corey’s theory that 
what the labor problem needs more than any- 
thing else right now is a good big wet blanket 
—right smack in the face. When people get to 
fighting about hours and wages, Mr. Corey 
would tie them down, throw water on them, 
let them cool off, and go to sleep. When they 
might wake up, he thinks, there might be a 
better chance of reaching a peaceful conclu- 
sion satisfactory to all parties. 


THIs is not, of course, a copyrighted idea. 
The “cooling off” technique for labor trouble 
is as old as labor trouble itself. But the real 
trick is to get the parties to agree to the cool- 
ing-off process. When a man is all wrought up 
about a labor dispute he is more likely to think 
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that “strike while the iron is hot” is better ad- 
vice than counting up to ten, looking: before 
you leap, making the soft answer that turneth 
away wrath, and so forth. 


ANnyHow, Mr. Corey, our Washington ob- 
server, arrives at the conclusion that as far 
as public utility labor troubles are concerned 
there just has to be a cooling-off period, for 
the simple reason that the public won’t stand 
for an open break which would mean a public 
utility strike. We shall let you read Mr. Co- 
REY’S reasons for yourself. 


SPEAKING of labor troubles, we have our 
learned neighbor, David Lawrence, the noted 
Washington correspondent and, commentator, 
to thank for a very mischievous idea about 
making labor unions more responsible for the 
deeds (or misdeeds) of their members. If in- 
dustrial plants can be seized for managerial 
failure to abide by union contracts or WLB 
orders, asks Lawrence, why can’t labor unions 
be seized by the government for similar de- 
linquency, their leaders displaced, funds and 
records impounded, etc.? It’s an interesting 
thought, but we’ll pay more heed to it when 
we see an Army officer running the United 
Mine Workers and John L. Lewis hanging 
around the outside of his own office biting his 
nails. 

e 


rR. ABRAMS, whose article “Are the Ele- 

phants Coming?” begins on page 618, 
is a well-known business and financial writer 
now resident in New York city. 


BO poe the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


MopIFYING to some extent a cost determina- 
tion by the Federal Power Commission, the 
circuit court of appeals has ruled on con- 
struction overheads of an affiliate, stock pay- 
ment for an option, taxes and interest during 
construction, equipment rentals, bonuses to 
employees, and other matters. (See page 257.) 


Tue Connecticut commission has dismissed 
for lack of jurisdiction a petition for a de- 
termination of rates charged under a service 
extension agreement. (See page 278.) 


CoMMERCE between points in a state and an 
Indian reservation is held to constitute intra- 
state commerce subject to state commission 
jurisdiction. (See page 283.) 


THIS issue contains the SEC report on a 
simplification plan of the United Gas Im- 
provement Company. (See page 289.) 


THE next number of this magazine will be 
out May 27th. 


oa 
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SO THAT Remington Raud 
NEED NOT MAKE A POST-WAR 

MODEL LIKE THIS— 








WE'RE NOW MAKING— 


ow 





AND ARE BUYING YOUR TYPEWRITERS 
FOR UNCLE SAM — 


TO KEEP ‘EM FIGHTING— 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Volcan unit makes notable 

4 year record in latest design, 

twin furmace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Pablic Service Company, 


operating on fuel relatively high 


in ash having a low fusion point. 
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Vulcan unit in twin-furnace Foster Wheeler steam 
generator completes 4 years’ service with NO TROUBLE 
AND NO MAINTENANCE. 

..»This despite unusual problems presented by 

tovel boiler and furnace design. 
_++.As the drawing shows it was impracticable to 
install soot blowers from the front of the boiler as the 
furnace construction precluded installation of con- 
ventional type of elements and bearings to provide 
necessary protection and support. 

.-. Hence, entry was made at the back necessitating 
carrying the elements a distance of about 26 ft., through 
= emcee and boiler tube banks to the super- 

r. 

-». Passage through high temperature, intermediate 
temperature and relatively low temperature zones, 
plus the factor of exceptional length, greatly compli- 
cated the problems of securing adequate thermal pro- 
jo dependable perp and at arn ge time 

e for e ion and contracti i r 
of cutting + Te ‘action without dange! 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and —— 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 


a 
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Harotp KNUTSON 
U. S. Representative from 
Minnesota. 


EpiItoRIAL STATEMENT 
Dallas Morning News. 


Epwarp V. RICKENBACKER 
Aviation executive. 


Ropert TAFT 
U. S. Senator from Ohio. 


WALTER F. GEORGE 


U. S. Senator from Georgia. 


Joun E. RANKIN 
U. S. Representative from 
Mississippi. 


Epitor1AL STATEMENT 


The Saturday Evening Post. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“It [National Resources Planning Board report] reads 
to me like the opening gun for the fourth term.” 


» 


“Too many Federal officeholders regard themselves not 
as servants of the people but as monitors charged with 
changing the nation’s economic and social structure.” 


* 


“Any administration that demands unity must begin 
by setting an example of unity. Any administration that 
talks of ‘equality of sacrifice’ must honestly mean sacri- 
fice by all, not sacrifice by the many for the financial 
and political advantage of the few.” 


> 


“T believe we can solve the problem of unemployment 
if the work is undertaken by people who believe in the 


free enterprise system, have sympathy with it, instead of 
those who did not have sympathy with it during the 
past ten years.” 


& 


“Equality of earnings has no basis except in a Com- 
munist state. I undertake to say that if, at the beginning 
of this government, the fathers had limited salaries, in- 
stead of labor getting $1 an hour, it would be getting less 
than $1 a day.” 

* 


“This [National Resources Planning Board report] is 
the most fantastic conglomeration of bureaucratic stu- 
pidity ever sent to Congress. Of course, they couldn't 
say that much without saying something good, but I 
assure the members this program will never be enacted 
into law.” 


> 


“It seems to us that the American people deserve a 
lot of credit for keeping their part in the war with the 
least possible expenditure of futile emotion. If the Japa- 
nese or the Germans were in control of our states and 
cities, we should hate enough to satisfy anybody, but it 
is hardly likely that we should win the war any sooner 
on that account. ... the words of Mme. Chiang Kai-shek, 
whose country has ample cause for bitterness, that ‘re- 
crimination and hatred will lead us nowhere’ are a telling 
rebuke to those who urge hate, even synthetic hate, as 4 
national policy.” 


12 
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MANUFACTURING 
FOR WAR 


Manufacture of aircraft 
equipment for the Army 
Air Forces, and the manu- 
facture of Burroughs 
figuring and accounting 
equipment for the Army, 
Navy, U. S. Government 
and the nation’s many 
war activities, are the 
vitally important tasks 
assigned to Burroughs 
in the Victory Program. 
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His call today may 


prevent a delay in 


her work tomorrow 


An ounce of prevention is still worth a pound of cure—espe- 
cially these days when time and manpower are at a premium. A 
phone call will bring a Burroughs service man when you need 
him, but it’s far wiser to arrange with Burroughs for periodic 
inspection, lubrication and adjustment of your Burroughs 
machines, so that emergencies, and the delays they entail, may 
be prevented. The Burroughs service man is the best answer 
to the ever-mounting problem: “How can I get the most out of 
my present machines, and make them last for the duration?” 
He is factory trained and factory controlled, and makes replace- 
ments with genuine Burroughs parts. His work is guaranteed 
by Burroughs. For full details, call the local Burroughs office. 
BUY YOUR SUPPLIES FROM BURROUGHS—Users of ail 


tybes of office machines find that Burroughs ribbons, carbon paper, 
roll paper and other supplies cost no more—assure better results, 


BURROUGHS ADDING MACHINE COMPANY + DETROIT 





4 REMARKABLE REMARKS—( Continued) 


SAMUEL B. PETTENGILL 
Vice president and general counsel, 
Transportation Association of 
America. 


Joun W. BricKER 
Governor of Ohio. 


JEssE JONES 
U. S. Secretary of Commerce. 


EpiTor1AL STATEMENT 
The Richmond News Leader. 


Harotp H. Burton 
U. S. Senator from Ohio. 
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“It is plain that postwar transportation must be able to 
pay its way and attract private investment, or that it will 
have to depend upon government subsidy, with govern- 
ment ownership not far distant. If transportation is na- 
tionalized, it is doubtful if any important branch of Amer- 
ican business can escape state socialism.” 


> 


“T have no patience as a public official or as a citizen 
with those who contend we must go either to the right or 
to the left. America must go forward. We are not going 
back to the so-called good old days, because we can go 
ahead to better days. We can preserve private enterprise 
and prevent the ills that have attended it. We can help 
the needy without perpetuating the cause of poverty and 
we can live in peace or war without destroying the Re- 
public.” 


e 


“A big question for us to decide [after the war] will 
be what to do with our government-owned manufactur- 
ing facilities. We will need to maintain a high level of 
employment to prevent idleness, suffering, and want. But 
this does not mean that the government must retain the 
ownership or the operation of the facilities it has built, 
nor does it mean that they should be sacrificed. It means 
that government and private business must work together 
to utilize in peace much of the machinery we have cre- 
ated for war.” 


¥ 


“Failure to advance the war is due to the fact that 
four-fifths of the congressional action that gets into the 
newspapers is the work of the exhibitionists, the lusters 
after the front page, and the politicians who are more 
interested in the outcome of the election of ’44 than in 
the outcome of the war. Congress cannot do what its 
own majority wishes until it silences or ignores the noisy 
minority. Sometimes we think Congress would be better 
off if the newspapers ceased for a month to report its 
proceedings.” ’ 


sd 


“I agree that it is important to do some planning for 
our internal stability after the war. However, I think 
that the emphasis should be placed on industrial recovery 
rather than on social security and public works. I am 
somewhat disturbed by the implications of government 
partnership with business. Perhaps my difference with 
the [National Resources Planning Board] report is a 
matter of degree, but I think that government should 
plan to withdraw quickly after the war from the oper- 
ation of all nonutility projects.” 
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t's a Hi-Pressure Contact 
itch, designed and refined by 
RIE engineers, who set a new 
andard in its creation. 


“As neat and smart as a 
itch can look, and still “take 


“What you don’t see here is 
é constant search for im- 
ovement in design and opera- 
bn. R&IE engineers are never 
tisfied. They know that spot- 
essure, self-cleaning contacts, 


oper selection of materials Ss 

d other manufacturing processes are fundamentally Ww TC 

ght—but, they are continually looking for refinements 4A, TN, 

at will improve on present Quality and Performance. Fi CL, CG 
fe've been at it for 33 years. In that time, every TN Ey 


itch that went out helped establish the margin of 


wlity that distinguishes all R&IE equipment”. “s a CIAL 1S7 


* 


AILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA. ... In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the War Effort 
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1 VU Steam Generators res nsi 42 performance record 
he right hand paée- Maximum continuous capac # each— 160,000 ; 


hr. Drum design pressure — si. mperature — 835 
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92.4% OF THE TOTAL HOURS IN OUR FIRST YEAR OF TOTAL WAR 


Labelled The Victory Unit many months ago by a member of our Engi- 
neering Department who was impressed by the number of these units 
going into war plants, Combustion Engineering’s VU Steam Generator 
continues to prove itself worthy of the name. A case in point is an installa- 
tion of two of these units, the sole source of steam supply in a Southwestern 
central station, which were on the line a total of 16,191 hours in 1942 —a 
combined “use factor” of 92.4 per cent. 

Steam generating equipment that can meet extraordinary service de- 
mands is one big reason for America’s ever increasing war production. 
The VU Units in this central station, for example, are helping to supply 
a never-ceasing flow of electrical power to plants producing planes, shells, 
oil, gasoline, coal and essential food products. Not only did they do all 
that was asked of them in 1942, but they were ready to do even more as 
indicated by a combined “availability” of 96.1 per cent. They also gave a 
fine accqunt of themselves on the score of efficiency with an average overall 
figure of 83.2% for the entire year — slightly better than the result expected 
under normal operating conditions. 

Thus the utilities continue to demonstrate the war-time benefits of 
their peace-time policy which fostered continuous improvement of 
equipment to produce power more efficiently, more dependably and 
more abundantly. As a result, our public 
utilities at present are not only meeting 
the sharply increased power demands of 
the war, but are doing so with relatively 
little addition to existing facilities and 
without restrictions on civilian use. a-7 


COMBUSTION ENGINEERING 


200 MADISON AVENUE, NEW YORK, N. Y. 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


30000 40000 50000 
HORSEPOWER 


FIELD TEST CURVE 
for 


60,000 H.P.—925’ NET HEAD—450 RPM 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 


—) 
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HILE we are safe at home, these men 

are going out to fight our battles. That 

they may survive — that they may win — 
it is our duty to keep them supplied with the 
best that America can produce, in planes, ships, 
tanks, and other equipment And these things 
must be made of the best basic materials, 
among them copper, tin and nickel, the use of 
which has been willingly sacrificed in the man- 
ufacture of many parts of Trident Meters. 


E REALIZE that, as a result of the use 

of substitute materials, new problems 
arise. A frank discussion of any such prob- 
lems you may encounter will be welcome, 
and should prove of mutual benefit. 


NEPTUNE METER COMPANY - 50 West SOth Street - NEW YORK CITY 
wos 5 
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THE MERCOID CATALOG IS A GOOD REFERENCE BOOK WHEN IN NEED 
OF AUTOMATIC CONTROLS. A COPY WILL BE SENT UPON REQUEST. 


The Mercoid Corporation, 4219 Belmont Avenue, Chicago, Ill. 
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ROBINS 


CONVEYING BELT COMPANY 


hanged its name! 


Gor nearly half a century, we've 
borne this fine old name . . . borne it proudly... 
made it the synonym and symbol of quality not only 
here but in many other parts of the world. Now 
we lay it aside tenderly . . . not entombed but 
enshrined. 


In its place, we adopt a new name 


...a name more truly definitive of the range of 
our products, the extent of our services .. . services 
to those who mine coal, ore, minerals, sand, gravel 
... Services to those who use these elements to 
manufacture the implements of industry which make 
this country great and strong-and victorious. To 
these people, these corporations, ROBINS has ‘ong 
been known and honored for its pioneering spirit 

. its daring to try the seemingly impossible in 
order to advance the industrial economy of the 
nation and the world. 


During the first decade of és 
eristence, ROBINS conceived and introduced 
41 innovations in the field of materials handling 


methods and machinery. 


In the yeard dimce then, other equally 


radical and constructive advancements have been 
initiated by ROBINS. Because they are so 
wide in variety, in utility and in applica- 





ROBINS created 


THE FIRST belt made especially for conveying 
materials 


THE FIRST troughed belt conveyor 
THE FIRST belt with a thick cover at the center 


THE FIRST splice made with a portable vul- 
canizer 


THE FIRST single-plane idler 

THE FIRST stepped-ply belt 

THE FIRST protected screw takeup 

THE FIRST self-reversing tripper 

THE FIRST belt conveyor for handling stone 
THE FIRST belt conveyor for carrying coal 
THE FIRST belt conveyor for sand and gravel 
THE FIRST conveyor storage system 

THE FIRST picking belt 

THE FIRST belt conveyor in a gas works 


THE FIRST belt conveyor that ever handled 
copper ore 


THE FIRST mechanical ore bedding system 
THE FIRST belt system for loading colliers 


THE FIRST conveyor for handling excavated 
material 


THE FIRST system of belt conveyors to: handle 
mixed concrete 


THE FIRST tandem-driven belt conveyor 
THE FIRST tripper with a side-discharge belt 


THE FIRST conveyor belt 96 inches wide—the 
widest ever built 


THE FIRST conveyor on a dredge 
THE FIRST it ighted hoisting tower 


THE FIRST "'Ward Leonard System'' hoisting 
tower 


THE FIRST hydraulic hoisting tower 

THE FIRST power-saving idler 

THE FIRST belt-unloading system for boats 

THE FIRST travelling bridge using a belt for 
eS and a bucket for reclaim- 

THE FIRST airplane-tripper 

THE FIRST belt feeder 


THE FIRST ship loading plant with tripper and 
loading boom 


THE FIRST conveyor in a tunnel under a stor- 
age pile 

THE FIRST rotary grizzly 

THE FIRST rotary stone grizzly 

THE FIRST training return idler 

THE FIRST positive training troughing idler 

THE FIRST circle-throw screen 

THE FIRST single-shaft circle-throw screen 

THE FIRST to use cider cloth on conveyor 
belting 

THE FIRST self-feeding coke wharf 





ENGINEERS @ MANUFACTURERS @ ERECTORS 





tion, we believe it advisable to adopt a 
name more encompassing, a name less re- 
strictive in its connotations than Robins 
Conveying Belt Co. 


Aud new—vwithout any change in 


directorship, management or corporate 
structure, we become: ROBINS CON- 
VEYORS INCORPORATED. 





FOR MATERIAL AID in 


ROBINS 


CONVEYORS 


ec @ ke. 6: 2 A. ts 
(ROBINS CONVEYING BELT CO.) 


PASSAIC @ NEW JERSEY 


MATERIALS HANDLING . . t's ROBINS MATERIALS HANDLING MACHINERY 
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SAVE 50% a 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 





Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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K rye Future oF 
MODERN METERING 





THE cooperation of the electric 
utility industry with the watthour meter manu- 
facturers has kept the design and develop- 
ment of the modern watthour meter well 
ahead. of metering requirements. Thanks to 
this cooperative spirit, watthour meters will 
again play their 30% 
modernization when n 


more restored. - 


pe ious 


SANGAMO ELECTRI 


COMPANY 


1°] lL t2Gh ee. $s 





1) 4 P e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 





@ Mr. A. L. Smyly 
President 
Connelly Iron 
RY & 

rnor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH N J 
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SAFETY OF WOMEN 
WELDING OPERATORS 
isincreased by new 
protective clothing 
now being offered 
by G.E. Smart 
looking as well as 
practical, this line 
of clothing includes 
leather jackets, 
overalls, aprons, 
gloves, and a special flame-proofed head 
covering that combines comfort and style 
with full protection for the hair. This 
women’s clothing supplements G-E safety 
apparel for men operators. For details 


write for Bulletin GEA-3295. 





TRANSPORTATION OF BLOOD obtained at Red 
Cross collecting centers to laboratories, 
where it is processed, is being successfully 
accomplished on an increasingly large 
scale by use of G-E built Church containers 
—portable refrigerators of special design 
which meet Railway Express requirements. 
These containers keep 80 pint bottles of 
blood at a uniform temperature close to 
40 F until it reaches the laboratory for con- 
version to the less perishable plasma form. 


GENERAL (8 ELECTRIC 


o 


TO HELP DEMONSTRATE THE GAINS made possibi 
by installing unit substations at the cente 

of load areas in war plants, G.E. has de 
veloped a simple copper-saving calculator 
This “‘copper rule” shows the reduction jg 
secondary cable required as a 1000-ky; 
substation is moved nearer to the loag 
center. It also shows the percentage 
increase in copper required as the primary 
voltage is decreased. Offered free by G-# 
offices. Ask for GES-3043. 


YOUR ENGINEERS serving industry and 
other users of electric energy have an 
important war job to do in helping to 
make the most of our power resources. 
Electrical ideas such as these, though some- 
times minor in themselves, can add up BIG 
when widely applied—frequently saving 
energy, man power, and criticel materials. 
General Electric is ready to assist in the 
cause of conservation by supplying further 
information or application aid wherever 
better electrical utilization can help to win 
the war. General Electric, Schenectady,N.Y. 


301-18E-170 
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COMING, 


Men and power carve road of destiny 
through mountains, mud, wilderness 


* * x 


Far out on the Northwest border of 
the Americas lay Alaska—stepping stone 
between the hemispheres. When war 
came, we saw that Alaska was, as some 
had said, “the most strategic land on 
earth.” A route must be built through 
the wilderness to hold this land. A route 
for armies, arms, ammunition . . . for 
defense ... for offense! Not at our own 
sweet time, but NOW! 


The Alcan Highway, started in a 
moment of supreme danger, is destined 
to become a mighty achievement. It is 
truly a Victory Road, born of war and 
dedicated to peace. 
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ALASKA! 


Alcan is a busy truck highway now, a 
road which trucks are building for truck 
traffic. Night and day, husky Interna- 
tional Trucks are bearing a gigantic 
burden, hauling capacity loads of rock 
and gravel as the highway advances. 
They help keep vital supplies moving 
through wilderness . . . hauling fuel, re- 
pair parts, water, a vast tonnage of me- 


chanical equipment, and food for an 
army of men. 


The Alcan Highway demands much of 
trucks. Only the toughest can take it. 
Once again International Trucks prove 


- their stamina, as they are proving it on 


other roads and battlefronts of the 
world. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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MAGNET WIRE 













SERVICE ENTRANCE CABLE 


aeCRESFLEX NON-METALLIC SHEATHED CABLE 
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WARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


‘CRESCENT 


INSULATED WIRE & CABLE 
Helps To Fill A Vital Need 


+ Z1GV9 TIVNOIS 





* MAGNET WIRE 


This is a “Power Age’ 90% 
of American Industry depends 


on power a through Electrical Wire and Cable. 
CRESCENT plant pro- 


is 100% for war 


purposes. When the war is over, these same unexcelled 


production facilities, the same feme joey 
skills, the same research equip- 


ment, and the same time-tested management policies will 


- 

vl 

4 

¢< 
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F 

ME eo uw =, Tae 
; Electrical Industry, thru 

» regular channels of distribution, the wire and cable that 


will be needed then. 
e @ ee * SS 
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Factory: TRENTON, N. J. — Stocks in Principal Cities 


RESCENT ENDURITE SUPER-AGING INSULATION * WEATHER-PROOF WIRE 
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: CRESCENT INSULATED WIRE & CABLE CO. 
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GENSPRING 


CONSTANT-SUPPORT HANGERS... 








Here’s the “‘fitting room” 
for Gensprinc Hangers .. 
a machine that duplicates 
actual -service conditions! 


are individually calibrated for each job! 


There’s no chance of misfits in the hangers for 
your power piping ...no delays for “fussy” 
calibrations, ... when you specify GENSPRING 
Contant-Support Hangers for your installations! 

Every GENSPRING unit is prefitted before ship- 
ment... tested and calibrated under load-and-travel 
conditions that duplicate actual-service specifica- 
tions. Yet, field changes up to + 16% of rated 
hanger load may be made after installation with the 
simple adjustment built into each hanger. 

These are only two of the advantages of “floating” 


pipe-suspension by GENSPRING Hangers. Through 


unique engineering design, these hangers provide 
constant support for piping in every “hot” and “cold” 
position. The weight of pipe is always balanced ... 
transfer of vertical vibration to the pipe is eliminated 
... the safety factor of the complete system is effec- 
tively maintained. And all in minimum headroom! 

Get full details of GENSPRING Constant-Support 
Hangers for loads from 250 to 8500 pounds. Costs 
are moderate due to mass production and inter- 
changeable parts. Grinnell Co., Inc., Executive 
Offices, Providence, R. I. Branch offices in principal 
cities of United States and Canada. 


GENSPRING iiasieascidaail HANGERS BY GRINNELL 


WHENEVER PIT PING ts INVOLVED 
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While our boys at the front are 
cooking up a 


Axis, we’re busy right now with’, 


the seasoning. Here at Roberf 
shaw we've turned from therm¢ 
stats to such condiments of war- 
fare as fuses for hand grenades, 
primers and ignition cartri 

for rockets, and boosters 


“stew” for the 


fioré, we're now 


years of experi- 


the rapid eh csin of precision 
instruments for aircraft. 
A’ Gur Government still 


needs Robertshaw thermostats 
for official projects, ‘we're still 
turning out a limited quantity 
for that purpose — just enough 
to keep our engineering and re- 
search departments busy in 
working out new and better 
models for the new and better 
days when the boys come home. 


For High Achievement in the production of war equipment. 


-ATSHAW 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 
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FROM ENGINEERED 
LAYOUT 10 COMPLETED 
PIPING SYSTEM 
at 


=TOP:WARTIME 











SPEED 











\S 








On projects vital to the war effort the urgent 
need for speed in construction points to Ric-wil 
Prefabricated Pipe Units for steam, hot water, 
oil, hot or refrigerated process lines. e Ric-wil 
Pipe Units are complete when they reach the job 
—pipe, insulation, protective covering. Field men 
couple or weld the pipe, insulate the joints and 
move on fo the next joint. Man-hours are saved 
in the field and the installation is completed 
at a rate that can give no comfort to the Axis. 





In addition, these units produce a permanent, 
low-maintenance system while using critical 
materials amounting to only 15% to 20% of 
their total weight... And they require for 
shipment only 20% to 25% of the space in 
available gondola cars that would be required 
for an equal footage of other types of con- 
duit construction. « Speed is the essence of 
wartime construction—and Ric-wil Prefabri- 
cated Pipe Units have proved a definite aid. 


When Makeshi{is Won't Do—Ric-wik 


Architects, Engineers and Contractors on war projects will 
find much helpful information in the Ric-wil Engineering 
Data Book. Write... on your letterhead .. . for a copy. 


3400 WwW F CONDUIT SYSTEMS FOR UNDERGROUND STEAM 
= | THE Ric-wiL COMPANY .- CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIES 
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« MM. tetus help you. Our trained men and special equipment 
combine to help you meet today’s increased demand for 


power. Whether yours is a problem of erection or main- 
tenance . . . regardless of distance or terrain .. . you'll find 


Hoosier service efficient and economical. 


SIER 
FERING CO. 


ERECTION and MAINTENANCE OF TRANSMISSION LINES 
NEW YORK 46 S, FIFTH ST., COLUMBUS, OHIO CHicAco 
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OF A GOOD CONDENSER 


From the viewpoint of the turbine, the condenser is a 
mighty important adjunct to good performance. This 
Elliott condenser looks good from its turbine floor, and 
its very definite contribution to overall unit efficiency 
helps to make the turbine look good. 


Through broad experience, Elliott engineers have 
developed and confirmed condenser design principles 
which insure the success of Elliott installations. We 
should be glad to discuss these principles with you in 
relation to the next condenser you plan. 


ELLIOTT COMPANY 


Heat Transfer Department, JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 


z May + 





9 EEI Accident Prevention Committee concludes meeting, Chicago, Ill., 1943. 
{ Pennsylvania Independent Telephone Association starts meeting, Pittsburgh, Pa., 1943. 





q — Water Works Association, Montana Section, starts meeting, Billings, Mont., 
943. 











q > ema Engineering Society will hold regional conference, Detroit, Mich., June 5, 











4 Edison Electric Institute will hold meeting, New York, N. Y., June 3, 4, 1943. 





4 National District Heating Association will hold meeting, Pittsburgh, Pa., June 9, 10, 
1943, 











q Wisconsin Locally Owned Telephone Group convenes, Madison, Wis., 1943 








4 Wisconsin State Telephone Association convenes, Madison, Wis., 1943. © 
4 American 1 ransit Asso. starts Midwest war-time conference, Chicaie. Ili., 1943. 








Pennsylvania Electric Asso. Electrical Equip. Com. starts meeting, Altoona, Pa., 1943. 
4 North Central Electric Association convenes, Detroit Lakes, Minn., 1943. 








q Westinghouse Agent-Jobbers Association starts session, Hot Springs, Va., 1943. 














American Society of Mechanical Engineers will convene, Los Angeles, Cal., June 14-16, 
1943. 





4 Canadian ee ag Association will hold annual meeting, Seigniory Club, Quebec, 
Can., June 17, 18, Fe 





{ National Electrical Wholesalers Association starts war conference, Buffalo, N. Y., 1943. 








{ Oregon and Washington Independent Telephone associations will hold joint convention, 
Spokane, Wash., June 18, 19, 1943. 














4 New York State Telephone Association starts session, Syracuse, N. Y., 1943. (3 





From Elsie Hafner, N. Y. 


Coal Towers 


By Maurice Kish 
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We'll Always Need Gas 


In war or in peace the contribution of the gas industry to the 

welfare of the people is vital ; and, operating under highly com- 

petitive conditions, the industry 1s always alert to discover and 

take advantage of new ways in which to improve, and new fields 
in which to extend, its service. 


By C. GEORGE SEGELER 
ENGINEER OF UTILIZATION, AMERICAN GAS ASSOCIATION 


F course it is war activities that 
() come first. But war or peace, 

gas plays a fundamental part in 
the needs of our nation, a part which is 
often overlooked because it is taken 
for granted. Gas plays a part in the 
everyday life of the community, in its 
wholesale production of food, clothing, 
shelter, and in its industrial operations 
of every kind. Most of these uses for 
gas are indispensable. They are uses 
for which no substitute exists. In 
many cases, moreover, they are uses 
which will expand in the postwar 
period, because they make possible the 
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production of some of the new miracle 
materials about which we are all be- 
ginning to hear. 

There may be many who, on reading 
these assertions, will nod their heads in 
agreement but add a mental reservation 
that this might all be true as far as 
natural gas is concerned, but would it 
also apply to the manufactured gas 
branch of the business? Yet they would 
be misjudging the gas business if they 
made a distinction of this kind. 

They might point to declining sales 
per domestic customer as a justification 
for their opinion but there are factors 
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at work which make the manufactured 
gas companies now and in the future 
vital to the needs of the United States. 
Indeed, it would be nothing short of a 
national calamity were the stability of 
such companies undermined. 

The handwriting is already on the 
wall that there is a day coming when 
we must expand the utilization of coal 
for the production of coke, gas, and 
organic industrial materials whether 
they be motor fuels, lubricating oils, 
plastics, rubber, or synthetic yarns. 


Soe day, as our oil reserves dimin- 
ish, synthetic methods must take 
their place. This will occur as a grad- 
ual process and will once more cause 
a tremendous expansion in the gas 
business, The economics of synthetic 
products made from coal rather than 
oil become favorable as oil prices rise, 
which they have already started to do; 
now as a result of war scarcity but 
later on account of rising exploratory 
and production costs ; and finally on ac- 
count of the high cost of working oil- 
bearing shales. To be sure, it may be 
necessary to revise some of our con- 
cepts of by-product development by 
the manufactured gas industry, but 
this is a minor matter. The important 
fact is that the gas industry is indis- 
pensable in this picture. 

The industry’s recognition of these 
facts is already shown in the new and 
growing attention paid to the develop- 
ment of new processes of gas manu- 
facture. One research program under 
way claims to maintain the advantages 
of a peak load operation like car- 
buretted water gas combined with the 
by-product yield of the coke oven and 
without so heavy a unit investment 
cost. The great advances made in pow- 
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dered coal firing will undoubtedly have 
their counterpart in new gas-manufac- 
turing methods. These, in turn, can be 
combined with synthetic processes so 
that the manufactured gas branch of 
the gas industry may some day be the 
primary source of liquid as well as gas 
fuel, and chemicals for synthetic in- 
dustries as well as making gas and coke 
for home and industry. 

But, for the time being, it is the war 
effort which demands our attention, 
and the detailed discussion of the fu- 
ture place of the manufactured gas 
business will properly be deferred to 
the summarizing paragraphs at the 
close of this article. 


Beer I and II graphically por- 
tray the statistics of gas sales in 
both manufactured and natural gas 
branches of the industry. In each case, 
the upper chart has been plotted on a 
logarithmic scale which makes it pos- 
sible to judge percentage changes by 
the visual appearance of the slope of 
the line. The sharp upward pitch of the 
commercial and industrial gas sales in 
both the manufactured and natural gas 
fields has been almost constant since 
depression years. This is so long a 
period that it clearly is not due to the 
impetus of war industry. This is no 
“War Baby” growth, although the 
1941-1942 expansion has, of course, 
exclusively been due to increases in 
commercial and industrial gas sales for 
war materials. That fact does not 
change the basic significance which the 
charts reveal, showing that commerce 
and industry made use of gas as a 
source of heat in increasing amounts 
every year. Moreover, the rate of 
growth was approximately constant, 
amounting to 12 per cent per year. 
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GAS SALES - NATURAL GAS INDUSTRY 
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Cuart II 





GAS SALES - MANUFACTURED GAS INDUSTRY 


TOTAL 


DOMESTIC 


INDUSTRIAL & COMMERCIAL 


BILLIONS OF CUBIC FEET 
BILLIONS OF CUBIC FEET 


HOUSE HEATING 


10 10 
1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 1941 1942 











It will be interesting to analyze this conversion to war materials could be 
growth in detail to show how the ex- erected. It is no idle boast to say that 
perience of commercial and industrial the gas industry has made a primary 
gas applications in peace time proved contribution to the war effort by being 
to be the keystone on which industrial ready with equipment which had the 
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capacity to turn out the tremendous 
volumes of war material without re- 
quiring a period of test and develop- 
ment. 


HIS is a case of history repeating 

itself because the same thing hap- 
pened in a smaller way in World War 
I. At that time, the continuous con- 
veyor furnace for mass production of 
war materials came into being. It was 
fortunate that the industrial gas equip- 
ment manufacturers were ready to 
supply mass production furnaces of 
this type which could cope with the de- 
mands of that day. Large though they 
seemed twenty-five years ago, they are 
but a drop in the bucket compared to 
our needs today. Industrial gas equip- 
ment had been developing in the in- 
tervening years. Manufacturers of 


such equipment were already in pro- 


duction. They were in a profitable 
business which grew each year. They 
were thus able to set aside ample funds 
for development of new ideas and for 
modernizing their equipment so that it 
was ready when the test of conversion 
came in 1941. 

Why is it, the laymen might ask, that 
gas is so vital for industrial heating 
and for producing war goods? Why 
can’t oil or coal, or electricity for that 
matter, do the job as well or perhaps 
better ? 


HERE are several factors to con- 

sider in answering this question. 
The first one has already been hinted 
at. The gas industry had the facilities 
under way and therefore it was not 
surprising that they occupied a pre- 
ferred place. But the reasons are deep- 
er than this. The changes in metal re- 
quirements which have taken place over 
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the last decade are of such a nature that 
vastly superior equipment is needed to 
produce the metals. Practically all 
metal products, whether steel, brass, or 
aluminum, require extensive heat treat- 
ment today. These heat treatments are 
extremely varied in character. They 
range from such conventional opera- 
tions as heating parts up to forging 
temperatures or heating them to relieve 
internal stresses to highly complex 
means for hardening and strengthen- 
ing metals by extremely accurate heat 
treatments requiring closest tempera- 
ture and atmosphere control. Metallur- 
gists have come a long way from the 
time when a heat treatment merely con- 
sisted of raising a part to red heat and 
plunging it in ice water. 

The degree of specialized knowledge 
required, the sensitivity of instruments 
and controls, and the care taken to as- 
sure adequate heat treatment are as- 
tounding developments. It is not suf- 
ficient to come close to the require- 
ments. Today maximum strengths are 
needed to produce weapons and de- 
fenses which will be superior to the 
enemy’s, and maximum strength can- 
not be produced without gas heat. No 
other fuel offers the means of control 
of temperature and atmosphere which 
gas can offer. Asa matter of fact, even 
when extravagant claims are made for 
competitive furnaces which, in some 
cases, use electricity, it is always neces- 
sary to burn gas to provide the atmos- 
pheric protection which modern pro- 
duction must have in order that the 
finished product will have the strength 
and the surface condition demanded. 


, I ‘o the layman, a piece of steel may 
be pretty similar to any other 
piece of steel, but to the manufacturer 
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Introduction of Gas Year-round Conditioners 


“yr is interesting to note that the electric power industry has good 

reason to look with favor upon the introduction of the new gas 

year-round conditioners. These units require electric auxiliaries for 

operating the air fans on an all-year-round basis. This high load factor 

business makes electricity go hand in hand with gas in making America’s 
‘Home of Tomorrow a better place to live.” 





of an automobile, an airplane, or any- 
thing that needs such metals, this is 
not true at all. Superficially alike, two 
steels may be as different as if they 
were unrelated metals. Strength, abil- 
ity to withstand shock, ability to be 
bent backwards and forwards without 
breaking, ability to withstand cor- 
rosion, and a hundred other factors 
serve to distinguish a modern high- 
grade steel from its predecessor that is 
only a few years older. Gas plays a 
vital part in this transformation be- 
cause it furnishes the heat with which 
the work is carried out and because it 
also furnishes a special atmosphere 
which fills the interior of the furnaces 
in which the work is accomplished. 
Yes, World War I was fought with 
machines and production methods, too, 
but what a difference there is between 
that equipment and today’s. Just to 
Prove it, we went to Clayton S. Cronk- 
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right, industrial fuel representative of 
the Public Service Electric & Gas Com- 
pany, Newark, N. J., and chairman of 
the Metal Treating and Melting Com- 
mittee of the American Gas Associa- 
tion when the war broke out in 1941. 
We asked him about furnaces, con- 
trols, and all the heat-consuming ma- 
chinery and production methods which 
we knew would be required to make 
today’s bombs, planes, guns, tanks, and 
battleships. (With a prayer, we added 
radios, automobiles, plows, typewrit- 
ers, and civil aircraft. ) 


Se Mr. Cronkright : ““The develop- 
ment of metal treatment and melt- 
ing equipment since the last war has 
been remarkable. It is true that it is 


vaster, more mechanized, efficient, 
flexible, rapid, and convenient. It is 
true that the gas industry and the gas 
equipment manufacturers have both 
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added a hand in this progress—it is 
true that gas has carried out amazing 
research conceptions in a practical, in- 
dustrial way, and it is true that the gas 
industry has given America unprec- 
edented time, temperature, and cycle 
precision, unsurpassed control over 
surface conditions, and metallurgical 
change. 

“These and numerous other benefits 
to cost, quality, and rate of production 
of metal products can be attributed to 
gas. We are proud of what we have 
done. The demands of the metal trades 
for greater precision, higher efficiency 
for modern mass production methods 
ona myriad of new alloys and materials 
requiring fussier processing and heat 
treating imposed a big burden on the 
gas industry, but we have been able to 
deliver the goods. Make that plain, 
and you have told about what we have 
today that we did not have during 
World War I.” 

In the interest of greater strength 
and lighter and lighter weights, indus- 
try has found that special alloys with 
careful heat treatment can do the work 
which formerly required large heavy 
nonheat-treated parts. These develop- 
ments will carry forward into peace 
and will assure an ever-increasing de- 
mand for industrial gas because—and 
this must be emphasized again and 
again to those who are not technically 
trained—of the need for gas atmos- 
pheres in the production of these new 
metals. They are the “prima donnas” 
of metallurgy. They need the careful- 
ly controlled heats which gas does 
supply, but they also need the “swad- 
dling clothes” of all kinds of unusual 
atmospheres which can only be pro- 
duced from gas. The air we breathe is 
not good enough for them. 
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7 summarize the potential market 
for industrial gas applications, we 
must recognize that whatever the de- 
tails of the peace settlement, the pro- 
duction of shell pot and guns, of tanks 
and battleships will quickly be reduced 
with the cessation of activities. Once 
more the gas industry will have to ap- 
proach the peace-time markets. Some 
of the equipment now in such active 
production will lie dormant until 
civilian production starts again. Much 
equipment will continue to operate 
with scarcely a break and, undoubtedly, 
some of it will go to the scrap heap. 
In any event, for a time of unknown 
duration, the gas industry will suffer 
loss of industrial load, but it will soon 
pick up. 

It is difficult, however, to predict the 
direction that the rebirth of industry 
will take. Certainly much of it will be 
in fields that have developed from war 
uses such as the plastics, synthetic rub- 
ber, and the many new metals, especial- 
ly the alloys of aluminum and mag- 
nesium. 

One thing is certain. After a brief 
breathing period, there will be a tempo 
of industrial progress accelerating just 
as it did when we converted from peace 
to war. 

Since it is the gas industry which 
has succeeded so well and has ren- 
dered such wonderful service for 
war industry, it is self-evident that 
these companies will continue to favor 
the group that stood at the forefront 
of progress. The same methods which 
succeeded so well in the past will suc- 
ceed in the future. The unremitting ef- 
fort computed of research, coopera- 
tion, and foresight has never failed any 
business and will not fail the industrial 
gas business. 
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is though the uses for gas in in- 
dustry may seem to be, there are 
already signs in the wind that they will 
be overshadowed by another newer 
and growing application of gas. In the 
years before the war, the trend was al- 
ready indicated. Business, industry, 
and homes alike were toying with the 
idea of all year-round comfort. In 
certain fields, such as moving picture 
theaters, better restaurants, etc., all 
year-round comfort was a stock in 
trade, a drawing card to attract patron- 
age. The gas industry’s part in this 
picture, while growing, was certainly 
minor. Still there were seven or eight 
manufacturing companies busily en- 
gaged in research development and 
field experiment trying to solve the 
fundamental issues of this problem. 

It does not seem too early to focus 
attention on these points today because 
there is no single field of endeavor 
which offers so much promise for the 
gas industry and in which the gas in- 
dustry has so much to offer. In the 
field of comfort conditioning it is only 
by means of gas equipment—and ex- 
clusively gas equipment—that all four 
functions of comfort can be provided 
for home and business and industry in 
a single and self-contained piece of ap- 
paratus. 


A word more of explanation of why 
gas occupies so unique a place. The 
first efforts in comfort conditioning 
were directed at summer-time comfort, 
and everyone knows how quickly the 
moving picture theaters found summer 
air conditioning the salvation of their 
business during the summer months, 
particularly in the warmer parts of the 
United States. 


BY the experience in this field, the 
electric industry learned that the 
load factor of summer air conditioning 
was far from desirable. The business 
had certain advantages. It was en- 
couraged—in fact sought after—but as 
for the extension of such a load to the 
typical residence, there was much less 
enthusiasm. This is perhaps not the 
place to engage in an exposition of the 
technology which is involved in electric 
air conditioning and how well suited it 
may be for cooling but not for remov- 
ing summer humidity. Suffice it to say 
that these points are considered frank- 
ly enough among our friends in the 
electrical business. 

Therefore, when the gas air condi- 
tioners came into being, there was hope 
that these might eventually solve some 
of the problems of unsatisfactory load 
factor and unduly complicated expen- 


e 


conducted annual surveys of the fuels going into new houses 


q “BEGINNING in 1938, the American Gas Association has 


constructed during each year. The latest survey covered the 
year 1941, and the sample taken in the survey covered one 
out of every three houses built during that year. The results 
are not only gratifying but negative any contention that gas 
is declining in importance; 90 per cent of these new homes 
chose gas for cooking. Better than 61 per cent selected gas 
for house heating in the natural gas areas.” 
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sive equipment, considering that it was 
only good for summer comfort. Just as 
the war broke out, manufacturers of 
gas equipment had solved the funda- 
mentals of the problem and were in a 
position to offer a single self-contained 
package unit for all-year-round air 
conditioning. The gas industry defines 
all-year-round air conditioning as a 
means for controlling the heating, 
cooling, and humidification of air, the 
motion and distribution of the air, and 
its cleanliness through filtration. 


Re the postwar period, the gas in- 
dustry will be in a position to mar- 
ket units that will carry out these four 
functions— 


1, Temperature Control 
2. Air Motion Control 

3. Humidity Control and 
4, Filtration 


This will be done with moderate- 
cost, single-package units. Several 
hundreds of these are already installed, 
and sufficient experience has been gath- 
ered on their performance characteris- 
tics to demonstrate that they are satis- 
factory units for both home and small 
store use. Financial data have been col- 
lected as well, and the opinion of sev- 
eral gas companies is to the effect that 
a 5 per cent saturation of homes with 
equipment of this type will double the 
net income of the average gas com- 
pany. 

As for costs, they are hard to predict 
in the middle of a war. Somewhere be- 
tween $300 and $400 per ton of refrig- 
eration is the present price, but this is 
based on a limited production under 
conditions prevailing in 1941. An av- 
erage house might require from 2 to 
34 tons of refrigeration capacity. But 


this unit must not be regarded as a 
summer proposition. It is the self- 
same piece of apparatus which will heat 
the house in the winter. In a sense, it 
is a combination of summer air condi- 
tioner plus winter heating furnace 
plus other advantages and features. In 
short, the installed cost cannot be 
reckoned as though it were merely an 
added summer air conditioner. 

These new units permit the gas in- 
dustry to associate modernity with gas 
as never before. They undoubtedly 
will spear-head the postwar domestic 
sales efforts of the gas industry. 


C is interesting to note that the elec- 
tric power industry has good reason 
to look with favor upon the introduc- 
tion of the new gas_ year-round 
conditioners. These units require 
electric auxiliaries for operating the 
air fans on an all-year-round basis. 
This high load factor business makes 
electricity go hand in hand with gas in 
making America’s ‘“Home of Tomor- 
row” a better place to live. The electric 
fan load is likely to be more desirable 
for electric companies than the kind of 
load obtainable from electric compres- 
sion equipment intended for summer 
cooling only. 

This is but one promising develop- 
ment for the gas industry after the 
war. But even if all-year-round con- 
ditioning is discounted, we cannot 
overlook the growth of gas for house- 
heating purposes, Already well estab- 
lished as a prewar trend with better 
than 60 per cent of all new houses 
erected in 1938, 1939, and 1940, gas 
house heating is certain to enjoy an up- 
swing in the future. The experience of 
thousands of home owners with oil 
shortage on the East coast is sure to 
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Gas in Government Housing Projects 


£6 & is also a preferred fuel in government housing projects whether 
designed for slum clearance or defense purposes. A recapitula- 

tion of 325 such projects constructed as of December 1, 1942, showed 

that gas is used by 85 per cent for cooking, 81 per cent for water heating, 

and 36 per cent for space heating. All of these are but ‘straws in the 

wind’ that show the vitality of the industry, the aggressiveness of tts 
sales policies, and the public acceptance of its product.” 





have a profound influence on the se- 
lection of fuels for new homes once the 
ban on gas house heating and home 
building is lifted at the cessation of 
war, 

In the eastern states where manufac- 
tured gas was used, the percentage of 
new house construction using gas 
heating was naturally much lower than 
in the natural or mixed gas supply 
areas. Yet it was in the eastern sea- 
board states that oil heating and its 
unfortunate consequences were in the 
majority. The future should speak for 
itself. It seems only reasonable to ex- 
pect that this upswing in the demand 
for gas heating will encourage early de- 
velopment of new methods of gas 
manufacture to meet growing peak 
loads of gas house heating at a mini- 
mum investment cost. As has been 
mentioned, research is already under 


605 


way on promising ideas which may 
lead to a successful method of meeting 
these requirements. 


we has also been made of the 
inroads of electric competition 
on the fundamental base load of the 
gas industry—the gas range load. Un- 
til the figures of the U. S. Census of 
1940 were released, information on 
this vital topic had largely been derived 
from two sources: 


1. Of a statistical nature, emanating 
from the electric industry. 

2. From public opinion surveys 
which often contained an element of 
wishful thinking on the part of the 
public canvassed. 


Such surveys went as far back as 
1921 and purported to show, even at 
that early date, a public demand for 
electric ranges. But a true appraisal of 
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the situation requires a somewhat 
more realistic approach. 

Speaking of the country as a whole, 
it is a little disputed fact that the elec- 
tric range has made little inroad into 
homes already using gas for cooking. 
The major portion of electric range 
sales has been in areas without the 
benefit of gas service. Statistics from 
disinterested sources support these ob- 
servations. The Census of 1940 ac- 
counted for 34,772,673 occupied dwell- 
ings in the United States, of which 
48.6 per cent, or 16,910,000, used gas 
ranges, and only 8.2 per cent, or 2,- 
865,000, used electricity. A great pro- 
portion of homes in the United States, 
almost half of them, utilized old-fash- 
ioned methods for cooking such as coal 
ranges or wood-burning stoves. 


l per figures reveal that for every 


electric range in service, there are 
6 gas ranges; and this ratio is true, al- 
though there are half again as many 
houses in the United States that have 
electricity as gas. Thus we are com- 
paring the cooking service of the gas 
industry which serves 48.6 per cent of 
the homes with that of the electric in- 
dustry which serves 73.4 per cent of 
American homes, and gas can still 
boast of a 6:1 advantage. This situation 
may well be the result of the earlier 
development and promotion of gas as 
compared with electric cooking. But 
whatever the reasons, the facts speak 
for themselves. Gas and electric men 
alike will honestly recognize them as 
such. 

To what extent electric ranges are 
used by the houses beyond gas terri- 
tory is not disclosed, but the survey by 
statistical analyses which break down 
the geographical distribution clearly 
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shows that the ratio in favor of gas is 
much higher wherever gas is available 
than the over-all 6:1 figure for the 
country as a whole. 

Behind each gas range in use is the 
appliance manufacturer and the gas in- 
dustry—progressive, alert, and in tune 
with the times. There is not only pub- 
lic acceptance of gas but public prefer- 
ence for gas which should serve to es- 
tablish sample polls on theoretical use 
to the contrary, that gas is America’s 
choice for cooking fuel, based on actual 
use. 


A” here’s another angle: When we 
narrow down the Census figures 
to the homes in urban territories, which 
are the places where gas service is most 
readily available, we find that 73 per 
cent of the country’s 20,291,512 oc- 
cupied homes use gas for cooking and 
that the balance of 21.8 per cent is 
spread among wood, coal, coke, kero- 
sene, and gasoline rather than electric 
range users. Thus it is clear that a 
market of more than 4,400,000 homes 
exists in urban areas now supplied with 
gas as a potential field for further in- 
creases in domestic gas range sales. 
The Census figures afford a good 
breakdown of where these homes are 
located so that some idea of the poten- 
tials in the New England states and 
Atlantic seaboard manufactured gas 
areas can be obtained. A very substan- 
tial portion of the potential market lies 
in these areas. _ 

Beginning in 1938, the American 
Gas Association has conducted annual 
surveys of the fuels going into new 
houses constructed during each year. 
The latest survey covered the year 
1941, and the sample taken in the sur- 
vey covered one out of every three 
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houses built during that year. The re- 
sults are not only gratifying but nega- 
tive any contention that gas is declin- 
ing in importance ; 90 per cent of these 
new homes chose gas for cooking. Bet- 
ter than 61 per cent selected gas for 
house heating in the natural gas areas 
of the country. 

In many places, the figure ran better 
than 90 per cent gas for house heating, 
but in active metropolitan manufac- 
tured gas territories, a figure of 35 per 
cent of the new homes using gas for 
house heating was not uncommon. 


" is also a preferred fuel in gov- 
ernment housing projects wheth- 
er designed for slum clearance or de- 
fense purposes. A recapitulation of 
325 such projects constructed as of 
December 1, 1942, showed that gas is 
used by 85 per cent for cooking, 81 per 
cent for water heating, and 36 per cent 
for space heating. All of these are but 
“straws in the wind” that show the vi- 
tality of the industry, the aggressive- 
ness of its sales policies, and the pub- 
lic acceptance of its product. 

So much for the present economic 
status of the industry and the expec- 
tations for the future in this competi- 
tive field. Two important points seem 
to stand in need of clarification. 

The first has already been touched 


upon ; namely, the progress of gas man- 
ufacturing methods. It is true that 
most manufactured gas companies util- 
ize one of three gas-making methods 
today. 

They probably have a carburetted 
water gas plant. If they are large 
enough, they may be one of the 19 
companies that also owns and operates 
its own coke oven plant.’ This type of 
gas making lends itself most readily 
to chemical industry applications. In 
fact it is hard to conceive the ultimate 
future of the United States without 
continued expansion of this economi- 
cal method of gas manufacture. A fu- 
ture growing need for organic chemi- 
cals and synthetics must fall back up- 
on coal as the source, particularly in 
the days when oil resources become 
more costly. The by-product coke 
oven works can make gas at a min- 
imum of cost depending on the market 
for the by-products. 


a the third category of gas-mak- 
ing methods, we may group the 
various other processes which have 
minor importance at this time. It is in 
this manufactured gas field that re- 
search and development are most desir- 


1 Most of the 600 coke oven batteries in the 
United States are owned and operated by steel 
plants or other large industries whether or not 
the gas supply is sold to gas companies. 


many factors to give an accurate time interval, but it needs 


a duration of the natural gas supply depends on too 


no wizard to recognize the rapid increase in the use of natural 
gas and the probability that this will continue. When con- 
sidering the life of the natural gas supply, it must not be 
overlooked that many oil wells still waste gas, the 1940 esti- 
mate amounting to 656,000,000,000 cubic feet.” 
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able. Great economic rewards await 
the solution of some of the industry’s 
problems of production such as the 
elimination of remaining traces of sul- 
phur in manufactured gas, production 
of manufactured gas by a low invest- 
ment cost, peak load process, and 
new by-product recovery processes 
aimed at maximum manufacture of 
motor fuels. Needless to say, research 
is already at work in many of these 
fields. 

The gas industry is proud of the 
American Gas Association Testing 
Laboratories and the newly established 
Institute of Gas Technology specifi- 
cally set up for carrying out advanced 
phases of gas industry research on a 
scale hitherto impossible for lack of 
trained man power and research facili- 
ties. 

The second specter is the eventual 
exhaustion of the natural gas supply. 
Anyone who is venturesome enough 
to predict the potential gas reserves is 
in the same position as those who must 
consider the potential oil reserves, save 
for this important difference—that 
the withdrawals on oil reserves have 
been on a much greater scale than the 
withdrawals on the gas _ reserves. 
Ralph E. Davis, widely known con- 
sulting engineer in the natural gas 
field, reported in October, 1942, on 
this subject at the Interstate Oil Com- 
pact Commission. He considered the 
picture of the known reserves in the 
five principal natural gas districts of 
the country: 


1. The Appalachian 

2. North Central 

3. Mid-continent Gulf Coast 
4. Rocky Mountain 

5. California 
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a correct picture of the total 
proven reserve is of the order of 
85 trillion cubic feet, according to Mr. 
Davis, and potential reserves, difficult 
at best to visualize quantitatively, may 
be of similar quantitative order. Un- 
fortunately for our economy as now 
developed, the. proven and _ potential 
reserves are relatively small in certain 
localities where the demand for gas is 
great and exceedingly important. 
Within reasonable time, these condi- 
tions could be overcome by the instal- 
lation of new transmission facilities so 
that gas may be taken from areas of 
superabundance to areas strongly in 
demand but short of supply. Mr. Davis 
opines that such a development would 
be for the greatest good of the great- 
est number, for districts now ap- 
proaching gas shortage would have 
their supply replenished at reasonable 
cost; and regions, such as the Gulf 
Coastal Plain of Louisiana and Texas, 
endowed with enormous reserves will 
find it possible to market a substantial 
portion of the gas output which, in 
part until recently and even to some 
extent now, is going into the air as 
waste. The duration of the natural gas 
supply depends on too many factors to 
give an accurate time interval, but it 
needs no wizard to recognize the rapid 
increase in the use of natural gas and 
the probability that this will continue. 


HEN considering the life of the 
natural gas supply, it must not 
be overlooked that many oil wells still 
waste gas, the 1940 estimate amount- 
ing to 656,000,000,000 cubic feet. 
Much remains to be done in preventing 
and recovering this annual waste. 
Mr. Davis adds a further sidelight 
which is well known to natural gas 
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men and seems to be of interest to all. 
A field may contain a very substantial 
remaining reserve good for ten or even 
twenty years’ supply at current rates 
of gas withdrawal. Nevertheless peak 
demands may be difficult to secure. A 
notable example of this is in the Appa- 
lachian field in which reserves of 5 
trillion cubic feet are more than twelve 
times the present annual production 
but in which peak demands on cold 
winter days nevertheless strain every 
facility. When such gas shortages are 
imminent, there is a tendency to take 
gas for the immediate need, regardless 
of the eventual consequences. This is 
a procedure which may seriously re- 
duce the total recoverable gas. 

There is also a great use of natural 
gas for purposes which are economi- 
cally sound as far as the user is con- 
cerned but which affect the conserva- 


tion program as a whole unfavorably. 
Such uses in the oil fields have already 
been alluded to, and other uses, such 
as wasteful carbon black processes, 
are in the same category, but these un- 
desirable elements in the picture are 
rapidly being worked out. There can 
be no question that the natural gas in- 
dustry is adequately provided with gas 
reserves, both proved and potential, 
for any foreseeable needs for many 
years to come. Leaders of the industry 
concur in the feeling that the postwar 
period will see a still further expansion 
of this truly great industry. 

Gas fuel and its derivatives are 
among the nation’s prime energy re- 
sources and constitute a vital compo- 
nent of the nation’s fuel and chemical 
supply. 

Let no one misjudge its significant 
or its ultimate future. 








“WW HEN the absurdities worked by many Washington 
regulations come to light there is always an inclination 


to denounce some ‘bureaucrat.’ That, it seems to us, is not the 
basic trouble. When the government interfered with produc- 
tion, some quota distribution was necessary in the interest of 
fairness. It is beyond human power to draw a plan which will 
fit all varying circumstances. The basic trouble is the govern- 
ment interference. In war time that is necessary. But surely we 
have seen enough to convince us that we want no control a 
moment longer than it is necessary.” 

—EDITORIAL STATEMENT, 

The Wall Street Journal. 
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The Gentle Art of Cooling Of 


“The soft answer turneth away wrath,” says the 
scripture. Why not apply this truth to our trouble- 
some labor problems? 


By HERBERT COREY 


HIS isn’t a prophecy. Prophets 
=... a penny plain and tuppence 

colored nowadays. After the war 
uncontrollable forces may leave labor 
on one side of the street and manage- 
ment on the other. It may be that ob- 
servation and experience will lead both 
sides to go through a cooling-off peri- 
od. The Civil War flavoring may be 
taken out of the labor problem. The 
English have been able to do so. We 
have always thought we are just as 
smart as they are. 

It is true that for years leaders on 
both sides behaved like saber-toothed 
tigers, It seems to me they are learning 
better. There are so many of them and 
they are so vocal that this judgment 
may be in error. But just for a little 
forget the unpleasant facts of the pres- 
ent moment. Take a look at human 
nature. Facts are things produced by 
humans. Every controversy, big or 
little, follows the same course. That 
course is, usually, a grievance, a meet- 
ing, a failure to understand, and pres- 
ently both sides are fighting mad. If 
a cooling-off period is arranged both 
sides can get back into their shirts. If 
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the truce cannot be arranged the dis- 
pute becomes a tradition. The antag- 
onists are committed by their words 
and acts. 

John L. Lewis built up the United 
Mine Workers on a foundation of sol- 
id hate. Fifty years ago too many min- 
ers lived in unpainted, uncaulked com- 
pany shacks, on bare hillsides. They 
were robbed at the company stores. 
They lacked competent medical atten- 
tion, ordinary comforts, most of the 
decencies, and all fun except drinking 
and fighting. If they protested they 
were blacklisted and went out on the 
road with their families to hunt an- 
other job under a false name. The 
whole Lewis family was once black- 
listed. Philip Murray, now head of the 
CIO, was driven out of town. Those 
were the days of cheap prices and it 
may be the operators could pay no more 
than they did. They backed their hand 
by suborned sheriffs, thug police 
forces, and murder. The history of 
those days was all red and black. A 
story of merciless hate on both sides. 
Now let’s look at the modern version. 
Whatever may be the merits of the con- 


610 





THE GENTLE ART OF COOLING OFF 


troversy Of 1943, the miners’ repre- 
sentatives met the operators in fancy 
hotels. They swapped cigars and told 
stories. The nearest they came to hard- 
ship and fury was when the New York 
hotels ran short of 2-inch steaks. 


I 1900 Mother Jones trudged from 
mining town to mining town, 
preaching gunfire and arson. Big Bill 
Haywood’s IWW’s seized freight 
trains and defied the law. Colorado’s 
state police machine-gunned miners’ 
families living in tents on a hillside. 
No one showed a light at night in Har- 
gis county. Rioting in the Hocking 
valley. Men learned better little by lit- 
tle. When the operators met Lewis to 
frame an NRA code both elements 
were prepared to battle. Involuntarily 
they got acquainted. The operators said 
they found Lewis a fair man to deal 


with. He said of the operators: 
“They'll be all right when they un- 
derstand.” 


Not many years ago the Ku Klux 
Klan paraded down Pennsylvania ave- 
nue in the city of Washington in their 
ten dollar cotton nightshirts and their 
eyeholed masks. Red fires lighted up 
fiery crosses on the hills of Virginia 
and Maryland. Hundreds of counties 
in the South were absolutely dominated 
by the Klan. Here and there one read 
of murders and torture. There was ill- 
advised talk of Federal action which 
might have thrown pitch-pine into a 
smoldering fire. But tolerant Ameri- 
cans, not being greatly interested in an 
organization that hiked by torchlight 
by night to nowhere in particular, ruled 
that if the Klansmen had fun that way 
they might go on having it. The Klan 
ceased to be a sensation and became a 
joke. No doubt Klansmen still march 
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by night but it is impossible to get ex- 
cited about them. The cooling-off peri- 
od operated. 


| gpomenaas men in France formed a 
union and threatened to strike. 
They were promptly mobilized under 
the military laws and ordered to go on 
working. Perhaps the Gallic tempera- 
ment does not take kindly to cooling 
off, for the government’s action be- 
came a provocation. Read the recent 
history of France and discover that 
the worst of her labor difficulties 
stemmed from that time. Perhaps the 
government’s order of mobilization 
was unavoidable, for a general railroad 
strike would have suffocated France. 
But labor’s antagonism to government 
and employers became more violent 
year by year. It would be a waste of 
time to tabulate the reasons that led to 
the fall of France, but certainly one of 
the chief reasons was the misbehavior 
of her union labor. American railroad 
men handle their affairs differently. 
They have raised cooling off to a 
science. 

Railroading is a tough business. 
Risk of life is inherent in it. The men 
may be called on to work long and ir- 
regular hours. Some crawl out of warm 
beds about the time that café society 
is being pushed out of night clubs. 
They clatter through icy streets to the 
steam- and cinder-drenched round- 
houses and drink boiling coffee from 
thick cups in the mephitic atmosphere 
of the greasy Greek hole-in-the-wall. 
It is an intricate business. Literally 
thousands of occasions for misunder- 
standing arise on the country-wide 
railroad net. One of the mediating 
bodies alone now has something like 
4,000 cases on its docket. But in their 
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hearts the men do not want to strike 
any more than their employers want 
them to strike, and the employers have 
plenty of grievances of their own. The 
threat to strike in a railroad contro- 
versy is only a formal notification that 
something has gone wrong. 
The cooling-off process begins. 


HERE is not enough available space 

in which to explain the cooling-off 
process. The men and their employers 
and the grievance go through a succes- 
sion of mediating bodies. If a satisfac- 
tory decision is not reached in the first 
of the series, everyone goes home and 
the trouble is dumped into another lap 
after a period given over to deheating 
and cogitation. Fresh men look at it 


with fresh eyes. Perhaps a year is spent 
in finding a solution to an apparently 
simple dispute with the entire approval 


of both sides. If the worst comes to 
the worst, provision is made to take 
the final disagreement to court. No one 
has lost a penny in pay, no inconven- 
ience has been occasioned to the public, 


and the threat of strike has long been ° 


forgotten. 

The construction business is a tough 
business. All the men in it used to be 
tough. Hard rock men, mule-skinners, 
steel workers, blacksmiths. All men 
with big muscles, enormous endurance, 
and accustomed to violent pleasures. 


An ordinary debate on the quality of a 
5-cent cigar could be heard for blocks, 
Henry J. Kaiser—the same Kaiser who 
is now shelling out Liberty ships on 
the West coast—went into it as a con- 
firmed open-shop man. He found his 
time being taken up with disputes with 
his men. He worked out a formula: 

“Let’s think this over for a week. 
Then we'll see if we can get together.” 

Sometimes the men wanted an im- 
mediate decision: 

“Darn it,” Kaiser would say, “we're 
both hot right now. Let’s cool off.” 

By and by the men wanted a union 
and Kaiser thought it over: 

“Why not?” he told them after he 
had cooled off. ‘““We’re all in this to- 
gether. Go fix up your union.” 


HE only union trouble he has had 

since then is that the AFL and 
the CIO are fighting with each other. 
Both get along with Kaiser. Kaiser 
says he would not do without a union. 
He comes on to Washington now and 
then and meets the most extraordinary 
selection of talented crackpots the 
world may ever have seen. All in gov- 
ernment posts, on boards, members of 
administrations and authorities. Most 
of them, maybe all of them, are intelli- 
gent, book-learned, patriotic, and hor- 
ribly industrious. But their rough ped- 
agogical edges have not been worn off 


ef 


it. The men may be called on to work long and irregular 


q “RAILROADING ts a tough business. Risk of life is inherent in 


hours. Some crawl out of warm beds about the time that café 


society 1s being pushed out of night clubs. 


They clatter 


through icy streets to the steam- and cinder-drenched round- 
houses and drink boiling coffee from thick cups in the me- 
phitic atmosphere of the greasy Greek hole-in-the-wall. It is 


an intricate business.” 
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by attrition with greasy overalls and 
trial balances. They are so full of the- 
ories and good intent that they swell 
like bladders, but when they confront 
ahard man with a tough problem they 
pull on their Harvard masks and give 
the hard man the brush-off. Kaiser got 
it. Also the stand-up, the run-around, 
and, as a finale, the old down-the-nose 
look. Kaiser used to leave these $1.99 
Presences angry enough to think of 
mayhem as an art. He gave himself his 
own medicine. He would go away and 
cool off and three weeks later one 
alarmed Brain would whisper to one 
embodied Intellect : 

“Goodness me. That man Kaiser’s 
here again.” 

Kaiser has not gotten all he wanted 
and needed and should have to do the 
things he knows how to do. But he has 
gotten more than anyone ever thought 
he could get. His mastodonic freight 
planes made of plastic may not succeed. 
No one knows. But he is building 
them. He has mines and mills on the 
West coast he never could have had if 
he had not gone home and cooled off 
and then bounced back. 


H®" Ford was the first automo- 
bile manufacturer to pay his men 
good wages. He thought they should 
be grateful. But they argued that if he 
could make money at the new rate he 
should have been paying them all the 
time. Mr. Ford has a sort of a saintly 
streak running through him. He wants 
to do some big and fine things for his 
fellow man, and he has done them. He 
also has the willingness that makes 
martyrs stand up at the stake rather 
than abandon the faith. His son Edsel 
came along, inheriting many of his 
father’s fine qualities but a shade more 
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tolerant of the other fellow’s view- 
point. Edsel and his father cooled off 
together and the Ford factories are 
unionized. Trouble stirs up now and 
then, due in part to inescapable factors 
of today and also due to the old tradi- 
tion of hate. The trouble goes into the 
cooler. After a time an understanding 
is reached. 

Consider the case of the utilities. 
They—the electric utilities—are abso- 
lutely essential to modern civilization 
and the war effort. A utility tie-up 
would stop every wheel in the United 
States. That is not a general statement 
but a concrete fact. Not even a wheel- 
barrow would move if the current were 
cut off everywhere for a week. The 
responsibility that rests on this one in- 
dustry is frightening to contemplate. 
Now and then a street car strike is 
called somewhere and the citizens hoof 
it until they are fit to do murder. Ele- 
vator runners in New York went on 
strike a few years ago and probably 
stopped the building of more skyscrap- 
ers for all time. But if the industry it- 
self had gone on strike the conse- 
quences would have been, literally, too 
frightful to think about. Think what 
might have happened in that sprawling 
refuge of 8,000,000 people, if you do 
not mind thinking about it, after all. 
Subways stopped, el roads silent, ice- 
boxes at fever heat, streets black, office 


buildings and hotels hives of nothing- 


ness, ferryhouses black. Even the strip- 
teaseuses performing their more or 
less terpsichorean rites in the blackness 
of unlighted burlesque houses. Fright- 
ful isn’t the word for it. 


B” the utilities long ago learned to 
cool off before squaring off. A man 
who works for an electric utility must 
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Importance of Electric Utilities 


ao ae electric utilities—are absolutely essential to modern 

civilization and the war effort. A utility tie-up would stop every 

wheel in the United States. That is not a general statement but a con- 

crete fact. Not even a wheelbarrow would move if the current were cut 

off everywhere for a week. The responsibility that rests on this one in- 
dustry 1s frightening to contemplate.” 





be intelligent. No other kind is wanted. 
Such a man would need no professor 
of political science to prove to him that 
no country or city would consent for 
long to be under the thumb of utility 
tyranny. A general strike of the com- 
prehensive kind hinted at above would 
generate enough popular heat to sweep 
all unionism out of existence. The 
police force of Boston went on strike 
and made a practically unknown man 
President of the United States. Calvin 
Coolidge might have repeated himself 
if he had not yielded to his desire to be 
forced into accepting another nomina- 
tion. A collateral result is that another 
law has been added to the American 
political code. Forever and ever here- 
after a politician who wishes to be 
forced will have to arrange personally 
for the rape. Coyness in a dark hallway 
isn’t enough. 

Sometimes both sides lose their tem- 
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pers. There have been recent instances 
of governors threatening to call out 
the troops to compel strikers to go 
back to work. (In other instances the 
same threat has been made in disputes 
between the state and the Federal gov- 
ernment, but such incidents have no 
bearing on a strictly strike problem. 
They are of interest chiefly as flares 
dropped over the newly resurrected 
states’ rights versus Federal encroach- 
ment troubles.) The law has often 
been used to prevent or stop violence 
of or against strikers, but it is doubt- 
ful if it has ever been called to compel 
an industry to abandon a strike. Strike 
stoppage has been a collateral effect of 
interference by the law, but no official 
has ever ventured to issue a decree that 
the men must return to work. In the 
present war emergency the Federal 
government has sent in troops to main- 
tain order, and in two or three cases 
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has placed a naval officer in charge of 
the struck plant; but in no case has a 
go-back-to-work-or-else order been is- 
sued accompanied by the threat of 
force. In every case in which the pub- 
lic expected such an order would issue, 
acooling-off process has resulted in the 
return of good sense and good humor. 


v there is not the slightest doubt 
that under either the war powers of 
today or the common and statutory law 
of peace times such an order could be 
issued when the interests of the country 
or the public are gravely affected by a 
strike. Both employers and employees 
are apt to forget that in every contro- 
versy there is a third party to be con- 
sidered. That third party is the public. 
A general strike of miners or railroad- 
ers or farmers or utility workers might 
so injure the public interest that it 
would amount in fact to an insurrec- 
tion. No administration, from Boston 
to the White House, could permit such 
a strike to continue and still pretend to 
be a governing institution. It is well 
settled that capital engaged in the pub- 
lic utility business is devoted to a pub- 
lic use and therefore is subject to a 
greater element of control by the pub- 
lic—which is represented by govern- 
ment—than capital engaged in private 
business. There can be no question that 
labor engaged in a public business is 
subjected to the same control. 
President Roosevelt has said that 
labor has no right to strike against the 
government, which is to say against 
the common interest. When the transit 
employees of New York city talked 
strike Mayor LaGuardia took the same 
position. At this point the picket line 
raises its Hydra head. The same Su- 
preme Court has ruled that strikers 
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may maintain picket lines. In an opin- 
ion written by Mr. Justice Frankfur- 
ter, in fact, a rather lenient view is 
taken of the activities of picketeers 
who resort to brawn and brickbats 
rather than kindly reasoning. Where- 
upon a paradox is discovered. If labor 
has no right to strike against a “busi- 
ness charged with the public interest” 
—subways, coal mining, etc.—it would 
seem that when labor threatens to 
strike against a public utility it is de- 
manding for itself a special position. 


ti seems evident that if labor is for- 
bidden to strike against a munici- 
pally owned subway it should equally 
be forbidden to strike against a pri- 
vately owned company engaged in fur- 
nishing electric light and power. The 
one is as much engaged in serving the 
public as the other. Labor will never be 
asked to give up its right to strike, but 
it should be willing to recognize that 
striking against a privately owned 
company engaged in a business which 
serves a comparatively few individuals 
and a privately owned company which 
serves the public are birds of a different 
feather. Perhaps compulsory arbitra- 
tion may be accepted as the way out. 

If labor and management would 
consent to cool off—by common agree- 
ment—the way out might be found. 
The heart of the arrangement between 
American railroaders and railroad 
management is that lost tempers are 
regained during a cooling period and 
that the inevitable ventilation through 
the press of the issues involved results 
in a verdict by the public that neither 
side would wish to challenge. 

A fundamental weakness of the 
American labor position is that wages, 
hours, and privileges are regarded as 
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matters for political bargaining. A few 
weeks ago Dan Tobin, boss of the 
Teamsters Union, and one of the most 
powerful figures in union labor, served 
open notice on the administration that 
it had not displayed a proper gratitude 
for labor’s support at the polls. Labor 
wants more than it has been getting, 
he said. He charged the administration 
with showing undue favoritism toward 
the farmer—although the question of 
whether the farmer would be able to 
raise enough food for us all to eat was 
at the moment uppermost in the public 
mind—and warned that labor had 
more votes and more easily concen- 
trated votes than the farmer has. 
| eae L. Lewis was a supporter of 
the administration, even to the ex- 
tent of lending almost $500,000 to a 
campaign fund, until his demands were 
not met in full. Green of the AFL 
and Murray of the CIO protest their 
devotion to President Roosevelt but 
couple with their protestations a no- 
tice that they want more than they have 
been getting. If there were a responsi- 
ble labor party in this country, led by 
responsible men, a labor policy could be 
worked out in a statesmanlike way by 
understandings between the three polit- 
ical parties and the current adminis- 
tration. Under the present circum- 
stances special privileges may be 
claimed by one labor organization af- 


ter another. Each concession logically 
compels an equal concession to another 
organization. 

Few believe that such a labor party 
can be created in this country. The in- 
dividuals in labor belong to the two 
major parties and it is at least doubtful 
if they can be made to shift their alle- 
giances at the order of their leaders, 
Lewis is one of the most successful 
labor leaders we have ever had, and yet, 
when he quit the Roosevelt standard in 
1940, with every circumstance of bally- 
hoo and uproar, the only discernible 
thing that happened was that Lewis 
voted for Wendell Willkie. Certainly 
he did not upset the New Deal’s cart. 
The Labor party in England is strong 
in the House of Commons and is nota- 
bly well led. Its coalition with the Con- 
servatives has kept Winston Churchill 
in power. But when it asks for some- 
thing for labor it asks along general 
lines and does not attempt to bargain 
for a single union’s advantage. There 
have been labor troubles—and strikes 
—in England during this war. But 
the legislative demands were aimed at 
certain general defects of the prevailing 
system, and were passed upon by 
Parliament rather than by a decree by 
Churchill, in return for a pledge favor. 
’ every case a cooling-off period fol- 

lowed every controversy. English 
labor is committed to that plan in ef- 


e 


“THE Labor party in England is strong in the House of 
Commons and is notably well led. Its coalition with the Con- 
servatives has kept Winston Churchill in power. But when 


it asks for something for labor it asks along general lines and 


does not attempt to bargain 


for a single union’s advantage. 


There have been labor troubles—and strikes—in England 


during this war.” 
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fect. Yet the early history of labor re- 
lations in England was filled with 
greater bitterness than was the case 
in the United States. English labor 
did not take so kindly to Winchesters 
and bombs as Americans—on both 
sides—but they hated as liberally. One 
good result of the variegated rumpus- 
es in the United States is that more 
workingmen are giving some thought 
to the problem which is as much that 
of the country as it is of their own. 
Whatever may be said of the National 
War Labor Board, and most things 
have been said, it has also acquainted 
the worker with the virtues of cooling 
off. 

When peace finally comes there must 
inevitably be a period of readjustment 
to civilian needs and interest. That 
period may be postponed for years, for 
the country has been so stripped of the 
many things to which it has always 
been accustomed that a furious demand 
for those things must persist for a 
time. Europe and Asia will also want 


the items that we alone can furnish. 

But when the readjustment finally 
sets in it seems certain that, to para- 
phrase a recent statement by a national 
association of economists, the prob- 
lems which will arise must either be 
managed by a continuation of the gov- 
ernment control to which we are ac- 
customed in war time, without liking 
it, or by the calm consideration of both 
management and labor. The econo- 
mists think we so greatly dislike being 
ruled and regimented by bureaus that 
we will try the second way first. They 
prefer it. So do many of the best minds 
in both industry and labor. So do many 
chambers of commerce. Eric Johnston, 
president of the U. S. Chamber of 
Commerce, warned in a speech at Bos- 
ton that unless our postwar problems 
are well handled we might drift into a 
totally un-American totalitarianism. 
The National Association of Manu- 
facturers has said much the same thing. 

In other words: Let’s get ready to 
cool off. 





— the New Deal is the only philosophy of govern- 
ment that can preserve the American way of life, be- 
cause it is the only means yet discovered by which free enter- 
prise can be reconciled with social and economic justice and the 


temper of the times. . 


. . I submit with deep conviction that 


the destruction of the New Deal would constitute the greatest 
single threat to American democracy and its concomitant of 


free enterprise.” 


—DEAN ALFANGE, 


American Labor party Leader. 
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Are the Elephants Coming? 


The author believes that a new device for the social- 

ization of electric utilities is disclosed in specific 

utility situations in South Carolina, Puerto Rico, 
and Washington, D. C. 


By ERNEST R. ABRAMS 


oR the last eleven years, ever 
since the 1932 presidential cam- 


paign got under way, no small 
part of the nation’s stockholders— 
particularly those owning electric util- 
ity equities—have been doubtful of the 
motives prompting certain administra- 
tion policies. Many of them have won- 
dered whether catchy statements and 
phrases employed in support of an- 
nounced objectives were not, in effect, 
merely screens set up to obscure ul- 
terior purposes. Was there a possibil- 
ity that the true motive was the social- 
ization of a part or the whole of 
private enterprise? 

Within recent months, the activities 
of a Federal agency, and the briefs and 
pronouncements of government at- 
torneys, have confirmed their worst 
fears, They have been told that, from 
the very start, it was the purpose and 
intention of the administration to place 
in the hands of politicians the manage- 
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ment of an industry which, more than 
any other, has contributed to our 
world-envied standard of living—to 
the comforts, conveniences, opportuni- 
ties, and freedom of action which the 
citizens of few other lands enjoy. 

In broad strokes, here is the pic- 
ture: In April of 1934, the general 
assembly of South Carolina created the 
South Carolina Public Service Au- 
thority for the purpose of constructing 
and operating a project to connect by 
canal the Santee and Cooper rivers. 
Since these streams are only 6 miles 
apart at a point where the Santee, 
draining a high plateau, is some 85 
feet above the Cooper, which is but a 
tidal estuary of the Atlantic ocean, a 
substantial drop for the hydro genera- 
tion of electric energy thus could be 
created. 

But, unfortunately, the promoters 
of this undertaking, in which private 
capital long had shown no interest, and 
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the Public Works Administration, 
which not only was to finance the proj- 
ect, but which already has made avail- 
able to it some $57,000,000 in funds 
of the taxpayers of the entire nation 
through loans and grants, were both 
overly enthusiastic and shortsighted. 
In their eagerness for public owner- 
ship, they failed to obtain sufficient lati- 
tude in the act charting their plan. 
Now they are crying for “lebens- 
raum.” 


HEIR main trouble is the lack of 

statutory power to acquire certain 
properties, as pointed out by the su- 
preme court of South Carolina. The 
Associated Gas & Electric, now in the 
throes of bankruptcy, owns the South 
Carolina Electric & Gas Company and 
the Lexington Water Power Company, 
both of which operate in South Caro- 
lina. And the Securities and Exchange 
Commission, which, under the Hold- 
ing Company Act, is now pressing for 
a “rapid compliance” with the “death 
sentence” of that act, says that Associ- 
ated can’t keep these properties. It 
must dispose of them before it can get 
a clean bill of health. 

But because of the unattractiveness 
of electric utility equities in private 
capital today, with mounting Federal 
taxes and increasingly punitive regula- 
tion, the cash customers have refused 
to stand in line. Only public bodies, 
permitted under the law to escape a 
portion of local and all of Federal 
taxes, dare pay a price that holding 
company stockholders and, perhaps, the 
SEC would approve. Moreover, in the 
case of the two Associated subsidiaries 
in South Carolina, the Federal court, 
which is charged with conserving the 


assets of the bankrupt estate, would 
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have to approve their sale. For these 
reasons, the Santee-Cooper project ap- 
peared the one likely buyer of these 
utilities. 

Their acquisition met with the en- 
thusiastic approval of the directors of 
the project and its banker, PWA. The 
directors, on their part, were anxious 
to spread their field of operations over 
as much territory as possible and to 
administer as much property as PWA 
would finance. On the other hand, 
PWA recognized that the more estab- 
lished earning power the project could 
obtain, the better were its chances of 
being bailed out. In addition, as at- 
torneys for the South Carolina Public 
Service Authority said in a brief filed 
with the South Carolina Supreme 
Court, of which more will be heard 
later, 

The consummation of the proposed pur- 
chase and their consolidation with the exist- 
ing hydroelectric plant [the Santee-Cooper 
plant] would vest in the people of South 
Carolina, without the investment of a single 
dollar, an aggregate of $100,000,000 of prop- 
erty value, with net earnings believed by 
both private and public authorities sufficient 
to retire all indebtedness, and therefore 
sufficient to yield the state millions of dol- 


lars of net revenues annually after the in- 
debtedness has been paid. 


E Baw supreme court of South Caro- 
lina, however, refused to approve 
the deal. On the petition of Mayor F. 
B. Creech, of Sumter, and others, it 
granted an injunction prohibiting the 
purchase on the grounds that the au- 
thority was granted no power by the 
statute charging it to acquire “existing 
and completed electric utility systems 
situated at or north of Columbia and 
the gas and transportation business 
connected therewith.” And there, of 
course, was where the promoters of 
the project and PWA broke their 
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picks. Had they been sufficiently astute 
in the first place to secure legislation 
granting the authority much broader 
powers, or vastly expanding the proj- 
ect’s field of operations to cover the en- 
tire state, they would be in the clear 
today. As it is, they now must obtain 
from the general assembly added power 
to extend their field of activities, or 
continue to play in their own back yard. 

So much by way of background. 
After the South Carolina Supreme 
Court had granted the injunction 
blocking the purchase of the two As- 
sociated subsidiaries at an agreed price 
of $40,000,000, attorneys for the au- 
thority, aided by PWA, petitioned the 
court for a rehearing or alternate re- 
lief. 

And in view of PWA’s reaction 
to the injunction and the court’s denial 
of a petition for rehearing, plus its 
subsequent activities, it is reasonable 
to assume that the following extracts 
from the brief submitted to the court 
represent a fair expression of the at- 
titude of the Department of the In- 
terior, at least, toward privately owned 
electric utilities : 


The court will take judicial notice of the 
situation confronting Congress and _ state 
legislatures during the early thirties respect- 
ing the constitutionality of legislation which 
was intended to carry into effect so-called 
“New Deal” policies. One of these policies 


was and is the bringing of the business, man- 
ufacture, and sale of electric power into pub- 
lic ownership. 

To assert in legislation in 1934 that this 
was the purpose of a statute would have 
been considered folly, because of the com- 
position of the Supreme Court of the United 
States at that time and the tendency of de- 
cisions of that court. Jt was sought to escape 
the constitutional questions involved in the 
policy above stated by declaring a more 
generally accepted “public purpose” in the 
applicable legislation of both Congress and 
also of the state legislatures, but io encom- 
pass within such legislation additional pro- 
visions to give effect to this new social 
policy. 

In the great national projects like the 
Bonneville dam, the Boulder dam, and the 
TVA, improvement of navigation, reclaim- 
ing of waste lands, and the creation of a 
“yardstick” for electric rates are illustrations 
of legislative declarations intended to over- 
come the probable hostile attacks, while at 
the same time everybody understood and 
now knows it as a fact that the object of the 
named projects, and of scores of others that 
have since been undertaken, was to socialize, 
so to speak, the business of producing and 
distributing electric energy through public 
grants and public ownership. (Italics sup- 
plied.) 


H™ then, openly exposed in a 
public document, one of the ad- 
ministration’s true objectives is semi- 
officially admitted. And while it long 
has been recognized by utility execu- 
tives and sophisticated investors, this 
objective may come as a shock to the 
10-share buyer and the man in the 
street, assuming they ever hear about 
it. 

Moreover, two recent events tend to 


e 


“PUERTO Rico is served by three major electric utility sys- 
tems: the Canadian-owned Puerto Rico Railway Light & 
Power Company, with some 46,000 meters in San Juan and 
33 other communities in the eastern part of the island; the 
Puerto Rican-owned Mayaguez Light Power & Ice Com- 
pony, with around 12,800 meters in 6 major communities 
and adjacent territory in the western part of the island; and 
the PW A-financed, federally owned Puerto Rico Water 
Resources Authority, serving the island’s middle half.” 
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confirm this deliberate but disguised 
purpose of the present administration. 
But, first, let’s dispose of Santee- 
Cooper. 

Partly on their own initiative, but 
also as a result of PWA prodding, the 
directors of the South Carolina Public 
Service Authority have asked the gen- 
eral assembly for legislation to enlarge 
their powers and sphere of activities, to 
permit the purchase of these two 
Associated subsidiaries—denied them 
by the supreme court’s injunction— 
and any other electric utilities in the 
state they may desire. And to this plea, 
PWA has lent substantial support. The 
Department of the Interior, of which 
PWA is but a bureau, recently made a 
veiled demand—it might almost be 
termed a threat—in a letter to respon- 
sible South Carolina state officials, 
that if the general assembly failed to 
fall into line these Associated proper- 
ties might be expropriated by the Fed- 
eral government through issuance of a 
presidential directive under the Second 
War Powers Act. 

Is that a possibility? It already has 
happened once, and it recently was 
threatened again. Let’s examine both 
instances—in that order. 


| pea Rico is served by three 
major electric utility systems: the 
Canadian-owned Puerto Rico Railway 
Light & Power Company, with some 
46,000 meters in San Juan and 33 
other communities in the eastern part 
of the island; the Puerto Rican-owned 
Mayaguez Light Power & Ice Com- 
pany, with around 12,800 meters in 6 
major communities and adjacent terri- 
tory in the western part of the island; 
and the PWA-financed, federally 


owned Puerto Rico Water Resources’ 
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Authority, serving the island’s middle 
half. The first two systems are pow- 
ered largely by fuel oil and the third 
primarily by falling water. 

Shortly after its establishment, the 
executive director of the authority ap- 
proached the two privately owned utili- 
ties, to explore the possibilities of pur- 
chase, but extended negotiation failed 
to result in any agreement on price, and 
discussion had reached a stalemate by 
the time of the Pearl Harbor incident. 
But delaration of war against the Axis 
powers, together with the shortage of 
fuel oil along the Atlantic seaboard that 
soon developed due to the hazards of 
shipping, immediately provided a plau- 
sible excuse for an otherwise indefen- 
sible expropriation of these properties. 
Accordingly, after various and trans- 
parent gestures toward conservation of 
fuel oil had been made, largely for the 
record, the Federal Works Adminis- 
trator went before the U. S. District 
Court for Puerto Rico and obtained 
an order, later confirmed by the Puerto 
Rican Supreme Court, for immediate 
possession of these properties at prices 
wholly unacceptable to their owners. 
This action was based on the Lanham 
Act of 1931, as amended in 1941. 


HE smaller Puerto Rican-owned 

utility did not protest, but the 
larger Canadian-owned Puerto Rico 
Railway Light & Power Company 
carried this seizure to the first circuit 
court of appeals, where arguments 
were presented on November 4, 1942. 
Soon thereafter, this 3-judge court, all 
of whose members had been appointed 
by President Roosevelt, set aside the 
condemnation judgment in a unani- 
mous opinion. Certain observations of 
the court are worth considering: 
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The Washington Plan 


ce B*«* in 1924, the Potomac Electric Power Company entered into 

an agreement with the public utilities commission of the District 
of Columbia, which has since become known as the ‘Washington Plan.’ 
Under this arrangement, as amended from time to time, rates are fixed 
at a level that will assure the utility a 6 per cent return on an agreed 
investment. If net earnings run above that percentage, the company 
splits the excess with its ratepayers in the form of reduced tariffs; ... 


oP 





We have difficulty in stating any coherent 
theory of the government’s case. The Presi- 
dent’s finding is that an acute shortage of 
electrical transmission and distribution facili- 
ties and other properties and facilities inci- 
dental thereto exists. There is no finding of a 
shortage of generating facilities; yet the 
generating plants are taken over. There is no 
finding of a shortage of transportation facili- 
ties ; yet appellant’s tramway system is taken 
over. It is not clear just how a condemna- 
tion of power plants and the tramway sys- 
tem is supposed to relieve a shortage of 
electric transmission and distribution facili- 
ties. 


In addition, a statement by former 
Judge John J. Burns of the Massa- 
chusetts Superior Court, and former 


As Commander-in-Chief of the Army and 
Navy in the greatest war in the history of 
mankind, the President cannot be expected 
to know the details of everything that goes 
on at the 101 home fronts, including the 
front against public utilities. But I do em- 
phatically state that the President was im- 
posed upon by the lesser officials of the De- 
partment of the Interior and the Public 
Works Administrator, and by Governor 
Tugwell and his associates. . . . I assert 
without hesitation that the members of Con- 
gress who reported out these bills and asked 
their colleagues to vote speedily on them to 
meet a national emergency will be horrified 
to learn that this measure for national de- 
fense has been twisted and distorted into a 
colorable device to help out Governor Tug- 
well in his battle against the private utilities. 


general counsel of the SEC, who Hews been defeated in their pur- 


argued the case for the utility, is il- 


pose by this decision, the Federal 


luminating. When Senior Judge Cal- Works Administrator, the “front” 
vert Magruder of the first circuit court man in this proceeding, and Governor 
of appeals asked Mr. Burns if the util- Tugwell had three legal courses open 
ity contended that President Roosevelt to them. They could carry the existing 
was guilty of bad faith in authorizing case to the United States Supreme 
the seizure under the Lanham Act, he Court on the basis of the Lanham Act; 
replied : if the President was willing to give 
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express approval of a lock-stock-and- 
barrel seizure, which the first circuit 
court of appeals decided he had not, 
they could file a new petition based on 
the Lanham Act; or, if they could in- 
duce the President to do so, the prop- 
erties could be expropriated on his ex- 
press direction under the Second War 
Powers Act. 

Government counsel, apparently, 
considered the third course more ex- 
peditious and less susceptible to over- 
throw by the courts. At any rate, the 
President, on December 11, 1942, au- 
thorized and requested the Federal 
Works Administrator, “pursuant to 
authority conferred on me by the Sec- 
ond War Powers Act of 1942,” to take 
such action as was necessary “to ac- 
quire any properties, real and personal, 
of the said Puerto Rico Railway Light 
& Power Company and the Maya- 
guez Light Power & Ice Company, 
and to complete the said project formu- 
lated by you.” Thus, socialization of 
the major privately owned electric 
utilities in Puerto Rico became a fact, 
subject only to a possible upset by the 
U. S. Supreme Court. 


KX Arthur Krock pointed out in The 
New York Times of January 
13th, already noted in the ForTNIGHT- 
Ly of February 4th, resistance to this 
new method of property seizure at be- 
low acceptable prices will provide “an 
excellent legal test of the New Deal 
theory of implied presidential powers 
in war time,” if these utilities wish to 
contest seizure in the courts. And Mr. 
Krock continues : 


If the courts sustain the expropriation 
under this statute, a broader path than ex- 
isted before will be open to the New Deal 
goal of seizing all privately owned utilities 
and owning and operating them federally. 
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And the difficulties of restoring them to 
private ownership and operation after the 
war will be multiplied. 

It is unfortunate that the courts have 
not had occasion to define the limits of 
the President’s implied powers under 
the Second War Powers Act, since the 
same expropriation of privately owned 
utility property exercised in Puerto 
Rico recently was threatened on the 
mainland and, of all places, in Wash- 
ington, D. C., where rates long have 
been well under the national average. 

Back in 1924, the Potomac Electric 
Power Company entered into an agree- 
ment with the public utilities commis- 
sion of the District of Columbia, which 
has since become known as the “Wash- 
ington Plan.’”’ Under this arrangement, 
as amended from time to time, rates 
are fixed at a level that will assure the 
utility a 6 per cent return on an agreed 
investment. If net earnings run above 
that percentage, the company splits the 
excess with its ratepayers in the form 
of reduced tariffs; if they drop below 
52 per cent, the company is entitled to 
a rate increase. So far, they never have 
reached this low level. 


HE plan calls, moreover, for a 

yearly accounting and adjustment 
of rates, which is now on the fire. But 
this year, justifying their intervention 
because the government pays PEPCO 
around $5,000,000 annually for elec- 
tricity consumed in public buildings, 
etc., which represents roughly a third 
of PEPCO’s electric sales, and for 
which the government pays in the 
neighborhood of 9 mills a kilowatt 
hour, five Federal agencies or depart- 
ments have attempted to force rate 
reductions of some $2,000,000 an- 
nually, notwithstanding the sliding- 
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scale agreement. They introduced an 
“economist” into the picture—in 
Washington, they are thicker than 
taxicabs in New York—who testified 
that while the “Washington Plan” had 
resulted in rate reductions of $8,844,- 
044 since 1924, PEPCO really has 
overcharged Washingtonians $15,- 
212,408 in that period. 

According to the Washington 
Evening Star, Thurman Hill, counsel 
for the procurement division of the U. 
S. Treasury, demanded on March 2nd 
“heavy rate reductions for the govern- 
ment and other customers, threatening 
public ownership or use of war powers, 
or use of ‘other remedies’ unless satis- 
factory rates could be achieved other- 
wise.” And while, on March 12th, Mr. 
Hill assured the commission that his 
earlier remarks were purely an expres- 
sion of his own opinion, since he had 
been an advocate of public ownership 
for twenty-five years, and they did not 
necessarily represent the opinion of the 
Treasury Department, no responsible 
Treasury official so far has disclaimed 
his views. 


ew than that, Mr. Hill asked that 
the issues be broadened from a 
mere adjustment of rates for the com- 
ing year to permit the government to 


show “fundamental errors” in the 
sliding-scale plan, and to question 
whether the plan should be continued. 
This constitutes most of what was said 
for the record, but a well-informed 


Washingtonian, who knows his way 
around government buildings, reports 
that corridor gossip made repeated 
references to that “Puerto Rican situ- 
ation.” 

Well, there it is. First, under firm 
nudging from PWA, counsel for the 
South Carolina Public Service Author- 
ity asserted that one of the original 
policies of the New Deal “was and is 
the bringing of the business, manufac- 
ture, and sale of electric power into 
public ownership”; that “everybody 
understood and now knows it as a fact 
that the object” of Bonneville dam, 
Boulder dam, and TVA, “and of 
scores of others that have since been 
undertaken, was to socialize, so to 
speak, the business of producing and 
distributing electric energy.” Second, 
rebuffed by the courts, the property of 
two privately owned electric utility 
systems in Puerto Rico was seized at 
less than acceptable figures to owners 
by the Federal government in ex- 
propriation proceedings expressly or- 
dered by the President under the Sec- 
ond War Powers Act. Third, similar 
action has been threatened if the 
privately owned utility serving Wash- 
ington, D. C., refuses to consent will- 
ingly to an abrogation of an 18-year-old 
agreement with the regulatory body 
having jurisdiction over it. 

In the words of the boy who used to 
ride in circus parades: 

“Hold your horses. The elephants 
are coming.” 





¢ 7 cannot demand that the mass of common folk shall think only 

of winning the war if the aristocracy of labor unionism ts think- 
ing only of more dues and more power—and the inner clique of bu- 
reaucracy ts thinking only of a fourth term.” 
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—Epwarp V. RicKENBACKER, 
Aviation executive, 
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Wire and Wireless 
Communication 


PEN rebellion on the part of the ma- 

jority of the Federal Communica- 
tions Commission against the investigat- 
ing authority of the House of Repre- 
sentatives was seen in two developments 
which took place during the final week of 
April. First of all, the FCC, by a 4-to-3 
vote, slapped back at the recent report of 
a House Appropriations subcommittee 
which branded two of its «employees, 
Doctors Watson and Dodd, as “unfit” to 
continue in government service because 
of “subversive” activities. The second 
event was the outright refusal of Com- 
missioner Durr to answer a question- 
naire sent by the general counsel of the 
special House investigating committee, 
otherwise known as the Cox committee, 
which had to do with his personal finan- 
cial affairs. 

By a formal vote of 4 to 3, the Fed- 
eral Communications Commission on 
April 26th adopted a report warmly 
praising two of its employees whom a 
congressional committee called “unfit” 
to hold office, and also decided to keep 
them on the job. The two are Dr. Wil- 
liam E. Dodd, Jr., son of the former 
Ambassador to Berlin, and now assistant 
news editor in the FCC’s Foreign Broad- 
cast Intelligence Service, at $3,200 a 
year, and Dr. Goodwin B. Watson of 
New York city, chief analyst, at $6,500 a 
year in the same branch. 


fe commission’s action sharply 
contradicted the finding of the pre- 
vious week by a 5-member House Ap- 
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propriations subcommittee that both men 
were unfit to hold office because of con- 
nections with “subversive” activities. 
The House group said it had been un- 
able to substantiate similar charges 
against a third employee, Dr. Frederick 
L. Schuman, political analyst, and the 
commission’s report praised his work 
too. It said in part: 


Watson, Schuman, and Dodd enjoy the 
full respect and confidence of their su- 
periors, associates, and subordinates. The 
removal of any one of them would result ina 
direct reduction in the efficiency and quality 
of the essential war activity carried on by 
the Foreign Broadcast Intelligence Service. 

All three, by reason of their close contact 
and exhaustive study of world affairs, per- 
ceived earlier than many of their country- 
men the rising menace of the Nazis, Fascists, 
and Japanese. 

Spurred on by this insight, they sought 
by speech, by writing, and by cooperation 
with others working toward similar ends to 
awaken their countrymen to the peril which 
became manifest to all at Pearl Harbor. 

In practical effect these men have only 
been farsighted and aggressive in opposing 
Naziism and Fascism. Their citizenship and 
the legality of their conduct have not been 
brought into question in any court of law. 

We find no basis or reason for the dis- 
missal of Watson, Schuman, or Dodd 


The three dissenting members were 
Commissioners Norman S. Case, George 
Henry Payne, and T. A. M. Craven, 
with the majority made up of Chairman 
James Lawrence Fly, Paul A. Walker, 
Ray C. Wakefield, and Clifford J. Durr. 

It was indicated that all three of the 
dissenters questioned the strategic ad- 
visability of stepping into the case before 
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Congress had determined finally what to 
do about Watson and Dodd. It was re- 
called that a year ago the House fol- 
lowed the lead of its Appropriations 
Committee in declining funds to pay 
Watson, but the Senate saved his job. 

Observers were inclined to believe 
that the forthright action of the FCC 
majority might well result in insuring 
final steps to be taken in the lower con- 
gressional chamber to sever the relation- 
ship between Doctors Dodd and Watson 
and their government service. 


bp revolt against the investigating 
authority of the Cox committee 
came in a letter to Eugene L. Garey, com- 
mittee counsel, by Commissioner Clif- 
ford J. Durr, in which he said he had 
absolutely nothing to conceal. But if the 
purpose of the questionnaire was to 
ascertain “whether or not I have been 
guilty of accepting bribes or similar mis- 
conduct in the performance of my offi- 
cial duties,” the matter should be referred 
to the Department of Justice. 

It could not be immediately ascer- 
tained just what steps the Cox commit- 
tee might take as a result of Commis- 
sioner Durr’s attitude. The Cox com- 
mittee is still in the process of perfect- 
ing its staff. In addition to Counsel Eu- 
gene L. Garey, it has now retained Am- 
brose V. McCall, former head of the 
fraud bureau of the Attorney General’s 
office in New York, as senior attorney, 
Harvey D. Walker, Detroit attorney and 
former FBI special agent, as its attorney 
investigator, Harry S. Barger, attorney, 
formerly connected with the General 
Accounting Office in Washington, who 
will serve as investigator, Fred R. Walk- 
er of Detroit, associate counsel, William 
Larson, former FBI chief in a number 
of cities, as chief investigator, Edward 
G. Griffin of New York, attorney, James 
C. Dunn, former Secret Service agent, 
and Robert D. Barker, former investi- 
gator of the Dies committee, as senior 
investigator. 

One possible effect of the uncodpera- 
tive attitude of the FCC in its recent re- 
lations with the House of Representatives 
may be to expedite action on the Holmes 
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bill to split up the FCC into two divisions 
and reduce the status of its chairmanship 
to that of a mere executive officer. The 
Holmes bill is now before the House In- 
terstate and Foreign Commerce Commit- 
tee and is being handled by a special sub- 
committee headed by Representative Bul- 
winkle of North Carolina. Because ex- 
tensive hearings were taken on a similar 
bill during the last session, Representa- 
tive Bulwinkle indicated that his group 
might make a report on the bill without 
further public hearings. 

On the Senate side an approximate 
companion to the Holmes bill, introduced 
under the bipartisan sponsorship of 
Senator Wheeler, Democrat of Mon- 
tana, and Senator White, Republican of 
Maine, was scheduled to undergo public 
hearings beginning May 6th. Because of 
his triple role of co-author of the bill 
and chairman of both the Senate Inter- 
state Commerce Committee and a sub- 
committee thereof which is handling the 
bill, Senator Wheeler is in a powerful 
position to push the legislation to an ear- 
ly vote in the Senate. Favorable action 
in the upper chamber has been given a 
fair chance by observers on Capitol Hill. 

x * * x 


f Sgwosee rate increases of ap- 
proximately $87,000 annually on 
service provided 30,000 subscribers were 
granted last month to the United Tele- 
phone Company in an order written by 
William A. Stuckey, member of the In- 
diana Public Service Commission. The 
company operates 72 smaller exchanges 
in central and northern Indiana. 

The order was issued following sev- 
eral days of hearings conducted by Mr. 
Stuckey, during which the increases were 
opposed by Howard T. Batman, public 
counselor of the commission. Mr. Bat- 
man contended increased taxes brought 
about by the war should not be permit- 
ted as a charge against revenues. 

Mr. Stuckey, in writing the order, 
contended a public utility has “the car- 
dinal duty laid upon it by law to render 
satisfactory and adequate service,” and 
pointed out that “during the war and no 
doubt following it, public utility service 
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of all types is, and will be, indispensable 
to victory and the rehabilitation of the 
country.” 

“Being under legal compulsion to ren- 
der public service,” he continued, “the 
utility must meet all operating costs, in 
which all taxes levied against it, regard- 
less of whether those taxes are caused by 
war or are the result of normal func- 
tioning of government, must be allowed 
by a state regulatory body as an above- 
the-line expense against operating reve- 
nues.” 

The company operates in Cass, Clin- 
ton, Johnson, Hendricks, Boone, Car- 
roll, White, Miami, Grant, Jay, Wells, 
Benton, Wabash, Huntington, Starke, 
Pulaski, Marshall, St. Joseph, Noble, La- 
grange, and Dekalb counties. 


* * *K xX 


HEARING by the Indiana Public 
Service Commission to investigate 
methods of operation of the United 
Telephone Investment Company, a 


holding company for small telephone ex- 
changes in approximately forty Indiana 


communities, was postponed on April 
14th until April 26th. 

The hearing, which had been conduct- 
ed for a week, was postponed when city 
attorneys and mayors from Greenfield, 
Covington, Noblesville, Sheridan, Attica, 
and the Parke county attorney, asked 
for a delay until they had an opportu- 
nity to study the case. Commissioner 
William A. Stuckey overruled the first 
request when it was filed by the Green- 
field attorney and mayor, but after the 
other communities joined in the petition, 
the full commission considered it. 

Mr. Stuckey then announced that the 
hearing would continue and began ques- 
tioning Russell Jones, auditor of the 
holding company, and former state pub- 
lic service commission employee. When 
the petitioners objected, Mr. Stuckey 
then postponed the hearing. 


* * * * 


FFICIALS of the National Federa- 
tion of Telephone Workers have 
Practically removed all threat of any 
strike of the federation in the East, with 
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possible repercussions in the West, ac- 
cording to Pansy M. Harris, Los An- 
geles, California, member of the feder- 
ation’s national executive committee. 

She said recently that she had received 
advices from eastern officers of the in- 
dependent union that conferences _be- 
tween them and Federal officials in 
Washington, while not entirely satisfac- 
tory, have removed the strike threat and 
that federation officials now “will en- 
deavor to control any rank-and-file 
movement toward strike action.” 

The strike was threatened when 24 
federation wage increase cases pending 
before the National War Labor Board 
appeared to have been practically ob- 
literated by President Roosevelt’s re- 
cent wage increase limitation order. 

Six independent union affiliates of 
the federation have organizations in Los 
Angeles. 

A War Labor Board order last month 
granted the Ohio Bell Telephone Com- 
pany authority to increase wages of 
1,401 plant department employees. The 
order, announced by the regional WLB, 
extended a December 11th directive of 
the national board to include members 
of the Southwestern Ohio Telephone 
Workers, Inc., an independent union. 
The directive originally affected only 
members of the Ohio Federation of Tele- 
phone Workers. 

The decision, prepared before Presi- 
dent Roosevelt issued his wage stabiliza- 
tion order April 8th, affects workers in 
an area including Dayton, Toledo, Co- 
lumbus, Springfield, Zanesville, Steub- 
enville, and Middletown. 

The War Labor Board recently re- 
duced a referee’s award of a general in- 
crease for New York Telephone Com- 
pany workers from $3.60 to $2 a week 
under the little steel formula. 


* * #*K xX 


cp Iowa farmer cannot get a tele- 
phone installed if it’s just a luxury 
and convenience he can now afford be- 
cause of prosperity. The installation 
can be made only if the increased crop 
production program of the farmer makes 
it a necessity. That policy of the War 
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Production Board’s communications di- 
vision was announced recently by Leigh- 
ton H. Peebles of Washington, D. C., 
head of the division, who was in Des 
Moines to address the Iowa Independ- 
ent Telephone Association convention. 
Peebles said : 


The restrictions on service in rural dis- 
tricts have been materially changed after 
careful thought and advice from our oper- 
ating advisory committee. The idea is to 
make the farmers’ lot easier and render sub- 
stantial service to producers of food where 
possible. The telephone industry itself is ad- 
ministering the order—which places a heavy 
burden on its judgment. The question is 
“What is a substantial producer of food?” 

The need for conservation is so great that 
we cannot let our sympathy guide us. We 
must decide that the farmer cannot be served 
at this time if only a bettered economic con- 
dition and not a greater contribution to gen- 
eral welfare is the prime purpose. 


The telephone industry, he said, is co- 
Operating supremely in the conservation 
program. In 1941 the industry used be- 
tween 90,000 and 100,000 tons of copper. 
In 1942 it was cut to 35,000 tons. In 
1943 the industry will draw only 10,000 
tons from the nation’s scrap pile—and 
will return 10,000 tons of copper scrap 
to the pile, amounting to uo use of cop- 

er. 

Peebles said the WPB Communica- 
tions Division receives 1,000 appeals 
each month asking relief from the re- 
strictions which enforce curtailment or 
prevent elimination of service. He 
stated: 

Where an unbearable hardship is clearly 
shown, relief is granted, but it is the policy 
of the division to permit nothing for con- 
venience. We will supply only that which is 
essential. We should be proud of the fact 
that the American public is accepting these 
restrictions freely and patriotically. 


E byes R. Porter of Tarboro, North 
Carolina, president of the United 
States Independent Telephone Associa- 
tion, also was in Des Moines for the con- 
vention and addressed the telephone men. 
Porter, who is president of the Carolina 
Telephone & Telegraph Company, and 
executive vice president of the Home 
Telephone & Telegraph Company of Vir- 
ginia, has been using his forty-three 
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years’ telephone experience in maintain- 
ing and operating services at two mili- 
tary camps and maintaining a third 
service. Porter’s companies serve Fort 
Bragg and Camp Davis and maintain the 
service at Cunningham Marine air sta- 
tion on the East coast. 


* * *K X* 


HORTAGES, caused by the war, which 
S already have invaded the American 
kitchen, are beginning to penetrate the 
living room and bedroom by way of the 
telephone. Scarcity of metal, it was 
learned recently, is making itself felt, 
heard, and seen in the return of the old, 
upright telephone, with its separate, elon- 
gated receiver and the lips of the mouth- 
piece protruding from the transmitter. 

American telephone companies no 
longer can manufacture for civilian use 
the modern handset, in which the re- 
ceiver and transmitter are incorporated 
in a single piece at opposite ends of the 
handle, or the more recent combined set, 
which is similar to the handset, with the 
bell attached to the base instead of being 
in a separate box attached to the wall. 

The lack of new sets, therefore, is 
bringing back the old upright, known as 
the desk set, and forcing a step back- 
ward in telephone furniture. Dusted off 
and cleaned after being relegated to the 
storage room, the old sets are standing 
up proudly to do service during the war 
emergency. 

The New York Telephone Company 
estimated that 5 per cent of all sets to 
be installed this year would be of the 
desk type. And some New Yorkers will 
be lucky if they can get the old sets, for 
it was learned that in some sections of 
the city it already has become impossible 
to obtain immediate telephone service. 

The reason for this, it was explained, 
is the lack of central office facilities and 
the crowded cable conditions in the af- 
fected areas. Seasonal decline in the 
demand for service and shortages of 
plant materials are expected to result ina 
falling off of 12,800 old telephone sub- 
scribers in New York state this year. 
The estimated gain of new subscribers, 
however, was put at 36,800. 
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Financial News 


and 
Comment 


By OWEN ELY 


Electric Bond and Share 
Company 


(Fifth in a series of descriptions of 
holding companies. ) 


| Bond and Share’s thirty- 
seventh annual report marks some- 
what of a departure from previous re- 
ports; and, to use the old phrase, parts 
of it “read like a novel.” Some items 
highlighted in the table of contents are 
“No power rationing despite heavy de- 


e 


ELECTRIC BOND AND SHARE COMPANY 


mands”—“Electric Bond and Share sys- 
tem does its job” —“What of the future ?” 

In addition to the maps and charts con- 
tinued from the previous year (one of 
which we reproduce) there is a page 
of newspaper headlines regarding ra- 
tioning of food, shoes, oil, etc., repro- 
duced to give point to the quotation from 
a WPB official: “I do not know of a 
single instance in which the operation of 
a war plant has been delayed by lack of 
the electric power supply.” A chart 


EsTIMATED VALUE OF INVESTMENTS 


Net Quick Assets 
System Bonds and Notes 


Bonds of operating companies (marketable) 


United Gas (est. at 100%) 
American & Foreign Power (est. at 100%) 
Cuban Electric (est. at 75%) 

System Preferred and Common Stocks 
American Gas & Electric 


American & Foreign Power Ist pfd. ........ 
American & Foreign Power 2nd pfd. ....... 


American & Foreign Power common 
American & Foreign Power warrants 


American Power & Light Pfd. ............. 


American Power & Light common 


Electric Power & Light 2nd pfd. ........... 


Electric Power & Light common 
Electric Power & Light warrants 
United Gas common 

United Gas warrants 

National Power & Light 

Ebasco Services, estimated 


Commonwealth & Southern, common and warrants 


Totals 


Market 


or 
Est. Value 
(Millions) 


Amount 
Per Share 
Preferred 

Stock 


$15.30 


7.35 
39.70* 
26.70 
11.25 


15.35 
3.90 
26.35 
2.63 
3.00 
1.23 
1.66 
22 
6.01 
22 
1.58 
07 
11.25 
75 
.60 


$175.12 


ae, . @. Nek omane 
CO SOR HRWOWNUNSUONS 


*It is possible that the SEC may order this debt partially subordinated, ¢. e., partially -con- 
verted to an equity basis in recapitalization of United Gas. 
** Estimated by capitalizing dividends received at 6 per cent. 
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shows that the cost of electricity has de- 
creased in the past decade 22 per cent 
and that of gas 2 per cent, while that of 
food is up 48 per cent, rent 42 per 
cent, clothing 29 per cent, and coal 14 per 
cent. 

Under the heading, “Regulatory Mat- 
ters,” the report devotes considerable 
space to the discussion of Federal efforts 
to enforce “original cost when first de- 
voted to public service.” Summarizing, 
the report states that “the present and 
future value and earnings of your invest- 
ment in this company are dependent in 
our judgment primarily upon future 
markets, tax policies, and regulatory de- 
velopments. The first of these factors 
appears favorable, the last two are un- 
known.” 

Electric Bond and Share’s preferred 
stocks have been strong recently although 
the company still awaits word from the 
SEC as to whether it can use $15,000,000 
cash to repurchase preferred stock. The 
6 per cent preferred is currently around 


70 and the 5 per cent around 63. The 
value of the company’s assets has fluc- 
tuated greatly in recent years owing to 
the price fluctuations of its investments 
in the stocks of its subholding com- 
panies. 

It would require approximately $133,- 
000,000 to retire the preferred stocks at 
parity. The current estimated maximum 
value of the assets is $232,000,000 or 
$175 a share. (See table on page 629.) 
Obviously much of this value could not be 
realized if the holdings were dumped on 
the market ; and if last year’s low quota- 
tions had been used, the amount would 
be greatly reduced. Moreover, there is 
always the possibility that the SEC may 
require subordination or elimination of 
certain items in later proceedings against 
the company or its subsidiaries. How- 
ever, there seems little doubt but that un- 
der the worst conditions assets are of 
sufficient value to retire the preferred 
stocks and leave at least some balance 
for the common stock. 





Electric Bond and Share System 
in the United States 


Legend 
E2iEm Areas in Which Electric Service is Rendered 
—— Gas and Oil Transmission Lines 
@2B> Gas and Oi Fields 
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FINANCIAL NEWS AND COMMENT 


War Taxes Not a Legitimate 
“Cost”? 


| Be the SEC position that many 
utility companies need additional 
equity capital to support or maintain a 
proper capital set-up, Washington pro- 
nouncements do not encourage such de- 
velopments. The latest “doctrine” is, in 
effect, that the entire burden of excess 
profits taxes paid by a utility company 
should be borne by the common stock- 
holders. 

According to The Wall Street Journal, 
OPA attorneys on April 14th submitted 
a brief in support of a request from the 
city of Detroit for a rate reduction of 
$6,000,000 or more. In fact the OPA 
would go further than the city, including 
industrial rates as well as residential. Ac- 
cording to the OPA, the basic position 
taken by it and by the Director of Eco- 
nomic Stabilization is that Detroit Edi- 
son should not be allowed to include ex- 
cess profits taxes as an element of op- 
erating costs. ‘ 

In connection with the participation of 
Director Byrnes’ office in the OPA brief, 
it is interesting to recall that Ben- 
jamin Cohen, reputed co-author of the 
Public Utility Holding Company Act, is 
a member of Mr. Byrnes’ staff. 

Detroit Edison in the twelve months 
ended March 31, 1943, accrued $9,550,- 
000 in excess profits taxes, and its net 
earnings for stockholders were $8,235,- 
350 compared with $11,615,964 in the 
previous year. On the basis of these un- 
audited figures, if rates were reduced so 
as to save consumers the amount of the 
excess profits taxes, the company would 
have failed to earn even its interest 
charges by a substantial amount. That is 
the theoretical result—actually, the large 
reduction in taxable income would doubt- 
less have wiped out the excess profits 
taxes. Hence, on this basis the Treasury 
Department would probably lose about 
81 per cent of the amount handed back 
to Detroit consumers, and Edison stock- 
holders would lose the remaining 19 per 
cent. Of course, the answer wouldn’t be 
as simple as this, due to the complexity 
of tax calculations, but the principle 
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would remain the same. In other words, 
the OPA and Director Byrnes would ap- 
pear to be trying to penalize the Treasury 
Department of a substantial amount of 
taxes in order to aid Detroit consumers 
—and incidentally to reduce the earnings 
of Edison’s stockholders. A few years 
ago Detroit Edison stockholders’ equity 
in the revenue dollar was nearly 20 per 
cent; in the latest earnings statement it 
was only about 10 cents—despite the fact 
that stockholders contributed more than 
half the total capital. 

Detroit Edison’s gross corporate in- 
come (after all taxes but before fixed 
charges) amounted to $12,644,602 in the 
calendar year 1942. Fixed capital less 
depreciation and excluding intangibles, 
plus working capital, amounted to about 
$307,000,000. Last year, therefore, se- 
curity holders realized only about 4 per 
cent on the investment, or about one-half 
per cent more than the average coupon 
rate on the company’s bonds. 


¥ 


New Commonwealth & 
Southern Plan 


"gp somitetwanins & Southern, whose 
proposal to reduce the par value of 
the preferred stock to facilitate resump- 
tion of dividends met with SEC disap- 
proval, has filed a new plan of recapitali- 
zation. The present capital would be re- 
placed by 10,000,000 shares of new com- 
mon, of which 8,205,844 shares would be 
distributed to preferred and common 
stockholders in the ratio of 79.5 per cent 
to the preferred and 20.5 per cent to the 
common. In addition, the 1,811,716 
shares of Consumers Power Company 
common stock owned by Commonwealth 
would be distributed on an 80-20 per cent 
basis. Following would be the rate of 
distribution : 


Received by Each Share of Old Stock 
Pre- Com- 
ferred mon 
.00 


1/93 
1/20 


The company estimates that, if net in- 
come for the ensuing year should equal 
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the consolidated net income for the 
twelve months ended March 31st (as ad- 
justed for nonrecurring items), divi- 
dends of $2 a share could be paid on Con- 
sumers Power common, and 50 cents a 
share on the new Commonwealth com- 
mon. On this basis about 56 per cent of 
applicable earnings would be distributed 
to common stockholders. Each share of 
the old preferred would thus receive an 
initial dividend of $3 (reducing the cur- 
rent price from around 57 to 54) and 
might thereafter receive about $4.25 in 
dividends, affording a return of nearly 
8 per cent on the present price. 


 aptesinn that the SEC gives the plan 
clearance, it will be submitted to 
stockholders at a special meeting. Con- 
sidering the recent action of the commis- 
sion in scaling down the participation 
of United Light & Power common stocks 
in that company’s recapitalization plan to 
around 5 per cent, it is not improbable 
the SEC might reduce the 20 per cent al- 
lotment under the Commonwealth plan. 

Based on the present market values of 
54 (net) and 8, Commonwealth & South- 
ern preferred and common are selling 
for a market valuation of about $80,- 
000,000 and $20,000,000, respectively— 


just about in line with the plan. 
¥ 


Diversity of Recent Earnings 
Com parisons 


pare results are beginning to 
trickle in. (See table, page 634.) Peo- 
ples Gas Light & Coke reported a gain 
in share earnings of 22 per cent over 
last year, while Public Service of New 
Jersey’s earnings for common stock were 
down 2 per cent and American Telephone 
(parent company) share earnings re- 
ceded 3 per cent. Consolidated Edison’s 
first-quarter net will be 10-15 per cent 
less than last year, it is estimated by 
Dow-Jones, as contrasted with a prob- 
able gain in first-quarter net for the en- 
tire electric power and light industry of 
at least 10 per cent. 

December quarterly reports were bad- 
ly distorted by cumulative tax adjust- 
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ments, and September comparisons in- 
cluded too-heavy tax accruals in most 
cases. First-quarter figures will there- 
fore give a better picture of the trend of 
utility earnings than has been available 
for some time. 

Calendar year reports for the holding 
companies made a very mixed picture, 
depending on benefits obtained from the 
tax law. Associated Gas, Standard Gas, 
and United Light & Power gained heay- 
ily while most other large systems showed 
substantial declines. American Water 
Works which showed a decrease of 5 per 
cent on common stock earnings was un- 
able to consolidate the entire system be- 
cause voting rights had been accorded 
to an important issue of preferred stock 
of a subholding company. 


> 


North Continent Utilities Files 
Dissolution Plan 


ORTH Continent Utilities Corpora- 

tion, $11,000,000 independent 
holding company with scattered electric, 
gas, and ice properties, has filed a dis- 
solution plan with the SEC. The com- 
pany plans to sell its interests in a number 
of properties and to merge Great Falls 
Gas and Great Northern Utilities (the 
merged company to retain control of 
Southern Utilities, Ltd.). North Con- 
tinent would then distribute its interests 
to its security holders in “a fair and 
equitable manner approved by the SEC.” 
Presumably assets would be divided be- 
tween holders of the refunding 54s of 
1948 and the noncumulative preferred, 
which has never paid any dividends. 


* 


Advance in Utility Stocks 
Continues 


NX indicated in our chart on page 633, 
holding company stocks have been 
rebounding sharply from last year’s low 
levels, though they still have a long way 
to go to recover their normal relation- 
ship (of earlier years) to industrial 
stocks. Operating company stocks have 
gained more modestly, about keeping 
pace with the 1943 gain in industrials. 
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It is natural for the holding company 
issues to move faster, because of their 
greater capital leverage, the more ex- 
treme effects of tax changes, and the 
wider swings of market sentiment. At 
present there is apparently a growing be- 
lief in Wall Street that holding com- 
panies will receive a better deal—that 
dissolution orders will not be harshly en- 
forced by “sheriff’s sales” of operating 
properties. Some analysts now seem to 
think an improved technique can be 
worked out for retiring senior securities, 
or for giving them a fair pro rata share 
of the assets. Others think Congress will 
suspend § 11. 

It. is difficult to find a basis for this 
optimism in SEC decisions and findings 
thus far released. Moreover, in so far 
as purchases of low-priced holding com- 
pany stocks, such as United Gas and 
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Electric Power & Light, may be based on 
hopes of subordination of Electric Bond 
and Share holdings, the public perhaps 
forgets that the subordination issues are 
exceedingly complex and may require 
years for solution—doubtless many of 
these cases will be appealed to the courts 
after the SEC has reached its findings. 
If the United Light & Power decision is 
to be regarded as a precedent (along 
with the Community Power and Federal 
Water cases) some of these common 
stock issues seem to be selling well above 
the prices which would reflect a 5 per 
cent participation in the assets. Holders 
of these shares will doubtless con- 


sider the possibilities of switching to the 
senior securities for improved position in 
the eventual recapitalization, for many 
of the senior issues are below estimated 
lequidating values. 
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INTERIM EARNINGS REPORTS 
End of 12-month Period 3-month Period 
; ‘ : Period Last Prev. Inc. % Last Prev. Ine. % 
Electric-gas Holding Companies 
American Gas & Elec. Consol. ........ Feb. $2.09 $267 D22% hk ee a 
Amer. Power & Lt. (pfd.) Consol. .... Nov. 6.02 5.44 10 $3.15 $1.02 208% 
Parent Co. June 2.98 472 a7 43 1.23 D85 
American Water Works Consol. ...... Dec. 1.06 Lt D5 ae si oe 
Parent Co. Dec. a3 47 a Ae Hi 
Columbia G. & E. (1st nfd.) Consol. ... Dec. 8.96 10.66 tT 250° 48 
Com. & Southern (pfd.) Consol. ..... Feb. 7.70 7.98 k 2.93 ZA2. 21 
Elec. Bond & Sh. (pfd.) Parent Co. ... Dec. 4.26 6.92 mM i ES 
Elec. Pr. & Lt. (1st pfd.) Consol. ...... ‘Nov. 11.44 9.42 3.22 220° «(5 
Parent Co. Nov. 1.37 1.63 By: - a 
Eng. Pub. Service (common) Consol. Feb. 1.09 1.24 
Parent Co. Dec. 06 48 
Federal Lt. & Trac. Consol. ......... Dec. 1.51 
L. I. Lighting: (pfd.) Consol. ......... Dec. 3.54 
Parent Co. Dec. 5.14 
Middle West Corp. Consol. .......... Sept.(a) .96 
Parent Co. Sept.(a) .27 
Natl Prime Light (Consol. oc. s.-<0<sc- Nov. 69 
Parent Co. Nov. 
Niagara Hudson Pr. Co. Consol. ..... Dec. 
Parent Co. Dec. 
North Amer. Co. Consol. ............ Nec. 
Parent Co. Dec. 
Nor. States Pwr. (Del.) (cl. a) Consol. 
Ogden Corp. Parent C0. .00 605 scncses 
Pub. Serv: Corp. of N,. J. Consol. ..... 1 
Std. Gas & Elec. (pr. pfd.) Consol. ... 
Parent Co. 
United Gas Improvement Consol. ..... : a 
Parent Co. q 4 
United Lt. & Pr. (pfd.) Consol. ..... cc, 11.4 
Parent Co. : 2.00 
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_ 3: 
4(b) 6.10(b) 88 
1.55 29 


Electric-gas Operating Companies 
Boston Edison 
Commonwealth Edison Consol. ........ 
Conn. Lt. & Power 
Cons dison-N: Y.Consol. sooo: 5. cs 
Parent Co. 
Cons. Gas of Balto. Consol. 
Detroit Edison Consol. ; 1.83 D29 
Piarttore molec. UA. GO: 6 é6coewcesceeee Dec. 2.95 D16 
indianapolis P.-& L. Consol. ...ecsics Dec. j 2.47 D119 
Pacific Gas & Elec. Consol. ........... Dec. : 231 D4 
Public Service of Indiana Feb. : 2.03 D8 
San Dieno Gas STNG, os eis sécaccv eee Dec. 91 D1 
Southern California Edison ie 242 D34 
Gas Companies 
Amer. Lt. & Traction Consol. ......... Dec. : 1.81 D2 
Brooklyn Union Gas Dec. : 2.08 D16 
E] Paso Natural Gas Consol. 2.25.06: Jan. 3 3.38 D4 
Lone Star Gas 'Concol: sisécciciaw ceca ie Dec. : 1.06 D16 
Oklahoma Natural Gas Feb. 3 3.91 DI17 
Pacihe LAGS COMMS sic 0065 ko kn Dec. , 3.35 5 des 
Peoples Gas Light & Coke Consol. ..... Mar. ; 6.00 7 1.94 
Southern Natural Gas Consol. ........ Dec. : 2.34 D28 oe 
United Gas Corp. (Ist pfd.) Consol. ... Nov. i 13.66 37 4.45 
Parent Co. Nov. “ 9.10 59 ae 
Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ........ Feb. d 10.02 D10 2.40 
Parent Co. Mar. . 9.80 D12 2.27 
General Telephone Consol. .......... Dec. i 2.26 D22 a: 


D—Deficit or decrease. (a) Nine months. (b) Estimate based on report of United Light & Railways 
Company. 
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What Others Think 


The Strange Case of the 
Vanishing Yardstick 


Wux Alice finally got used to her 
strange tea-party companions, 
the Mad Hatter, the March Hare, and 
the Dormouse, she tried to give the con- 
versation a pleasant turn. 

“Let’s ask riddles,” suggested Alice. 

“Riddles and syrup?” asked the sleepy 
Dormouse, opening his drowsy eyes 
wide enough to look sadly at his empty 

late. 
PN! Speeches and cream, stupid!” 
said the March Hare crossly. 

“I prefer puns and coffee,” observed 
the Mad Hatter as he poured more tea. 

“No-no,” interrupted Alice, “you’re 
getting me all mixed up. I mean riddles 
—questions you have to guess the an- 
swers to—” ‘ 

“All right,” said the Mad Hatter agree- 
ably. ‘When is a yardstick not a yard- 
stick ?” 

“When is a yardstick not a yardstick, 
when is a yardstick—” mumbled the 
Dormouse as he went off again into a 
sound sleep. 

Alice thought hard about this for sev- 
eral minutes. So did the March Hare, 
who scribbled furiously with a pencil on 
the tablecloth as though he were trying 
to figure out the answer by mathemat- 
ics, 

The Mad Hatter hummed to himself 
and then asked brightly : 

“Give up?” 

Alice and the March Hare both nod- 
ded hopelessly. 

“Very simple, really,” he said. “A 
yardstick is not a yardstick when there 
is nothing left to measure with it.” 


{> H, dear me!” muttered the March 

Hare angrily, “and to think I al- 
most had the answer using the quantum 
formula according to the Einstein the- 
ory of relativity.” 
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“What’s Einstein got to do with it?” 
asked Alice, puzzled. a 

“Everything!” said the March Hare. 
“According to Einstein space and time do 
not exist independently of matter. What 
good is a mile if there is no land on 
earth to make up a mile? What good is 
a watch if there are no people left in the 
world to worry about what time it is?” 

“It’s really very sad, isn’t it?” moaned 
the Mad Hatter, bursting into tears and 
sadly dunking his watch up and down in 
the teapot. 

“T suppose it is,” said Alice trying to 
be polite. “What becomes of the yard- 
stick when there is nothing left to meas- 
ure with it? What is it if it isn’t a yard- 
stick any longer ?” 

“You tell her,” sobbed the Mad Hat- 
ter to the March Hare, so overcome with 
emotion as to be unable to go on. 

“It becomes a monopoly,” explained 
the March Hare, putting on his spectacles 
and looking very much like Alice’s 
schoolteacher preparing to explain some- 
thing very difficult. 

“Ts that good?” asked Alice. 

“Is it good to eat?” mumbled the Dor- 
mouse hopefully as he stirred himself for 
a few brief seconds. 

“Monopolies,” said the March Hare 
to Alice, ignoring the Dormouse, “can 
be either good or bad. A public monop- 
oly is good. A private monopoly is very 
bad.” 

“Sounds reasonable,” answered Alice. 
“But what has it got to do with yard- 
sticks ?” 

“T’ll try to explain,” said the March 
Hare impatiently. “Let us take, for ex- 
ample, electric utility service. In most 
cities that is a monopoly. Where it is pri- 
vately owned it is a wicked monopoly, 
and it needs a public yardstick to measure 
it so as to keep it honest.” 
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“Have these cities tried to get these 
yardsticks ?” asked Alice. 

“Alas, not very often,” said the March 
Hare. 

“Los Angeles, Seattle, Springfield, 
Cleveland, Tennessee valley, and all 
points South,” chanted the Dormouse 
waking up and then going back to sleep. 


<4 Wt that’s some comfort!” said 
the Mad Hatter, drying his 
eyes. “How do these yardsticks work?” 

“The way they were expected to work,” 
answered the March Hare indignantly. 
“First, it was necessary to have the pub- 
lic yardsticks to keep the private monop- 
oly honest. But as soon as we got the 
yardstick installed and operating we dis- 
covered that we had Wasteful Duplica- 
tion of Facilities. So we had to buy out 
the private monopolies to stop this waste. 
And so the yardstick gobbled up the 
very things it was set up to measure. 
Therefore, they weren’t yardsticks any 
more, because they had nothing to meas- 
ure!” 

“Then they became monopolies them- 
selves!” said Alice. 

“Exactly,” said the March Hare 
brightly, “only they became public mo- 
nopolies and public monopolies are 
good !”” 

“Yes, the yardstick has inevitably 
turned into a public monopoly sooner or 
later,” said the Mad Hatter. ““We’re still 
having trouble in Cleveland and a few 
other small places, but in time we hope 
to do away with all the yardsticks.” 

“But doesn’t the public monopoly need 
a private yardstick to keep it honest?” 
asked Alice. 

“What heresy!” exclaimed the March 
Hare glaring at Alice. “I perceive that 
you area reactionary person, utterly lack- 
ing in social consciousness.” 

“Maybe so,” said the Mad Hatter, 
shaking his head gloomily. “But I hear 
that some Canadians have done that very 
thing!” 

“Outrageous, imported theories,” 
barked the March Hare. “If these for- 
eigners don’t like the way we do things 
they ought to go back where they came 
from.” 
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“That’s just it,” said the Mad Hatter 
more gloomy than ever, “they didn’t come 
here at all. They built their yardstick in 
their own country, way up on the Sague- 
nay river in Quebec. It’s run by a pri- 
vate company and it’s going to measure 
the performance of our great public pow- 
er monopolies in this country.” 

“Do you mean to stand there with your 
bare face hanging out and tell me,” cried 
the March Hare, “that these—these for- 
eigners have built a private yardstick 
outside of the United States forever be- 
yond the control of our government to 
turn it into a public monopoly and that 
it is going to measure up, compete with, 
and otherwise embarrass our other great 
public monopolies such as Bonneville and 
Grand Coulee, and—?” 

“That’s not all,” continued the Mad 
Hatter mournfully. “Our own govern- 
ment has even advanced some money to 
the Canadians free of interest for them 
to build this private yardstick merely be- 
cause they could produce aluminum 
cheaper that way.” 

“That’s not fair,” bellowed the March 
Hare. “That’s subsidy. That’s a scandal. 
It’s dishonest. They can’t do this to me!” 


“Ty. the government give the 
public yardsticks in this coun- 
try any help when we were building 
them?” asked Alice innocently. 

“That’s different,” roared the March 
Hare, who was really working himself 
into quite a state. ‘That was the public 
yardstick and everyone knows a public 
yardstick has to have tax exemptions, in- 
terest-free financing loans, and so forth. 
Oh my! Oh my! What will our dear 
Queen say when she hears this dreadful 
news? How she used to love to say ‘off 
with his head’ to a private monopoly. 
And now when the Queen says ‘off with 
his head’ to this Canadian monstrosity, 
we'll have to tell her that it is beyond her 
sovereign jurisdiction. She’s going to 
be very angry, I’ll tell you!” 

“When is a monopoly not a monop- 
oly?” asked the Mad Hatter abruptly. 

“Whenever a new yardstick turns up!” 
guessed the March Hare. 

“This conversation is running around 
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mcircles,” said Alice, impatiently getting 

up from the tea table. “Seems to me 

we're right back where we started.” 
“Ye-a-ah!” echoed the Dormouse as 


he yawned and stretched and turned to 

trot off. “These tiresome fellows are com- 

ing out of the same hole they went in.” 
—ARNOLD HAINES 





Is Power over the War Hump? 


IGNIFICANT of the successful job the 
S nation’s power industry is doing in 
meeting the tremendous demands of war 
production is the fact that independent 
observers recognize its accomplishments. 

“The most important fact in the elec- 
tric industry today is that there is no 
power shortage, nor is there likely to be 
one,” says Fortune magazine in its April 
isste under the heading, “Business at 
War.” 

The magazine notes that while 1942 
was a hard year for the power in- 
dustry, “they got through it by driving 
men, engineers, and machinery harder 
than ever before. In the industry the 
consensus is that no matter’ what hap- 
pens 1943 will be easier to take.” 

The magazine calls attention to the 
fact that last year some men in govern- 
ment took a rather pessimistic view and 
predicted shortages not only for 1942 
but for this year and next year, as well. 
“WPB apparently paid little attention 
to such warnings,” the article continues, 
“immediately curtailed orders for new 
generating equipment, and decided to let 
the industry live off its fat—which, to 
the satisfaction of power men, it has so 
far succeeded in doing.” The article 
States : 


With only 5.7 per cent of new generating 
capacity (2,500,000 kilowatts) added last 
year, the industry’s output was up 12.3 per 
cent from 1941, a record of 188,800,000,000 
kilowatt hours. About the only external aids 
the industry received were the establishment 
of War Time, effective February 9, 1942, 
and the coastal dimouts, which together cut 
energy consumption by well over a billion 
kilowatt hours. Regional power pools, 
formed by the industry at government re- 
quest, added a much-needed million kilo- 
watts to central station capacity. In general, 
the industry functioned well enough to lay 
the specter of power rationing, probably for 
the duration. 

The performance record of the industry 
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was not brought about by any sudden, spec- 
tacular invention, but rather it grew natu- 
rally out of the technology of peace time. 
Turbine design had radically changed. 
Metals and alloys had been developed to 
withstand the terrific stresses produced by 
high temperatures and pressures. They have 
made possible an electrical monster like the 
76,500-kilowatt generator installed just be- 
fore the United States entered the war by 
Indiana & Michigan Electric Company at 
South Bend. It operates at 2,300 pounds of 
steam pressure, with the steam preheated to 
940° Fahrenheit, conditions that heat the 
turbine buckets to cherry-red color as they 
whirl around at a peripheral speed of 600 to 
700 miles an hour. 


‘_ power industry has had to 
search for substitutes, using wood 
to replace steel, galvanized steel instead 
of copper and aluminum, and, “probably 
the most startling development, more 
than 100,000 tons of silver went into the 
bus structure of new war plants instead 
of copper.” 

Use of static capacitors to improve the 
power factor of generating stations serv- 
icing industrial areas was an interesting 
trend, the article points out, adding: 


... One of the peculiarities of alternating 
current is that it divides itself into active 
and reactive energy components. If the 
energy is used to drive machines and light 
lamps, it is active, the power factor ap- 
proaches 100 per cent, and it can be measured 
in kilowatts. But if it is used to excite trans- 
formers, charge induction motors, or in any 
other magnetic field application, it is reac- 
tive, the power factor approaches zero, and 
it cannot be measured in kilowatts, but 
rather in kilovars (which is electrical short- 
hand for “kilovolts-amperes-reactive”). 
With industry humming for war, reac- 
tive-energy requirements for many motor, 
transformer, and induction applications have 
risen. While reactive energy is necessary to 
the plant that wants it, unfortunately it has 
a bad effect on the general transmission sys- 
tem. It causes poor voltage regulation, 
harmful to other consumers, increases line 
losses, and creates chaotic operating condi- 
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tions. But most important, it reduces the 
power factor, sometimes so low that the 
central station has difficulty in meeting its 
peak demands for active energy. 

The use of static capacitors has virtually 
solved this problem. They supply the reac- 
tive component of alternating current, and 
produce the same effect on a power trans- 
mission network as if additional generating 
capacity were installed in the central sta- 
tion. Capacitors, made chiefly by General 
Electric, Westinghouse, and Cornell-Dubi- 
lier, cost far less than additional generators, 
and today are only 25 per cent of the 1929 
price. They supply reactive energy more 


economically than generators, for about $7 
per kilovar instead of $100. In addition they 
require only a fraction of the critical ma- 
terials. 


The Fortune article calls attention to 
the sharp rise in the use of static capac- 
itors in the United States since 1939, 
The article says that the total rating was 
about 1,700,000 kilovars in 1939, 2,000,- 
000 in 1940, 3,000,000 in 1941, and about 
4,250,000 in 1942. 

—C. A. E. 





Postwar Planning 


Bas fundamental need for develop- 
ing postwar plans on the basis of 
the requirements of the individual com- 
munity is given emphasis in viewpoints 
expressed in two entirely unrelated fields. 

A citizens’ committee working on 
a Baltimore plan has made a progress 
report to Mayor Howard W. Jackson. In 
the foreword, the committee emphasizes 
that “the chief importance of this first re- 
port in the opinion of this committee is 
that it is postwar economic planning by 
citizens and not by government.” The 
foreword continued : 


If citizens who believe in their country do 
not plan ahead to make and keep it pros- 
pering as they want to see it prosper, then 
government will do the planning for them 
and the American citizen will be the creature 
of government, not government the creature 
of the citizen. 

... This report is the first step in Balti- 
more, under the direction of the mayor of 
Baltimore, by citizens planning for them- 
selves. Other groups of citizens are doing the 
same thing. in Baltimore as well as through- 
out the United States. This particular plan- 
ning body in Baltimore will codperate with 
but will not impinge upon or conflict with 
any other citizens’ committee. If all groups 
work together, each in its own field, toward 
a common end, the goal will be achieved. 

That goal, as stated, is workable planning 
for a prosperous, free, democratic America 
after the war. 


The committee has undertaken the job 
of guiding Baltimore through the diffi- 
culties of the postwar period. Among the 
problems being studied are prospects of 


Begins at Home 


large unemployment and the forced clos- 
ing of business establishments now, 
which may or may not be available after 
the war. 


N studying these problems, the commit- 

tee has divided employment into two 
general classifications: (1) employment 
in ordinary business and (2) supple- 
mental employment through wise expend- 
iture by various agencies of govern- 
ment, including city, state, and Federal, 
with subsidized private enterprise as a 
last resort. 

On the subject of private enterprise, 
the committee said: 


Hardly anyone will disagree with the 
proposition that, on a nation-wide basis, it 
would be preferable if, in the postwar period, 
private business, plus absolutely essential 
and other highly desirable public work, 
could provide for employment after the war, 
all localities doing their part; but we believe 
that this is too much to hope for. 

The major business concerns of our coun- 
try and many business associations, national 
and local, are developing postwar planning 
programs. They include the research foun- 
dations, the trade associations, and chambers 
of commerce. Endeavoring to coordinate 
such activities for the specific purpose of 
organizing a nation-wide effort by individual 
private businesses is the recently formed Na- 
tional Committee for Economic Develop- 
ment. Your committee is codperating with 
all these organizations, including particu- 
larly the Baltimore Association of Com- 
merce, the Maryland branch of the Na- 
tional Committee for Economic Develop- 
ment, and the Industrial Corporation of Bal- 
timore. 
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“NOW THIS IS OUR ‘WASHINGTON, D. C.”, MODEL!” 


The committee said that it is now at 
work on a list of both essential and de- 
sirable projects which could be made 
available in a large reservoir of public 
employment, which it calls projects “de- 
sirable but not indispensable.” They in- 
clude such things as waterworks, sewers, 
schools, highways, playgrounds, etc. 

Of governmental attitude, the report 
said : 

The businessman, individual, small and 
large, needs all of the help and encourage- 
ment that the government can give him. 
If he is to succeed the attitude of the gov- 
ernment must be, at least, one of friendly 
interest and not an attitude of antagonism 
and distrust. It has been said that Germany 
was an army that owned a country. We 
must be sure that our own government does 
not move into this position. 

The idea of a business making a profit 
should not only be tolerated but should be 
encouraged in every way, and the govern- 


ment should study all means of facilitating 
profitable business. Business generally is ac- 
cepting legal restrictions and elaborate regu- 
lation as related to the war effort, which 
would be barriers to the initiative and prog- 
ress of private enterprise in normal times. 
A study should be made as to what por- 
tion of these restrictive measures can be 
lifted to accelerate the pick-up of private 
enterprise in the postwar period. An en- 
lightened approach to this objective is al- 
ready indicated on a national basis by pro- 
gressive men and women in both the field 
of labor and of capital. 


ftp other appeal for community 
planning comes from Stuart M. 
Crocker, vice president of the General 
Electric Company, who expressed his 
views before an electric association meet- 
ing. 
While basing his point of view largely 
upon the unique position held by the util- 
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ity in a given community in advancing 
postwar programs, because of its con- 
tact with nearly every individual, Mr. 
Crocker makes this point: Postwar plan- 
ners are concentrating too much on inter- 
national and national blueprints. They 
are overlooking the importance of plan- 
ning the future of individual villages, 
towns, cities, and whole sections of the 
country. In other words, he believes 
that the planning should start at the bot- 
tom and move to the top. He continued: 


This is a job, I say, that must be done. And 
I have the temerity to say that it is your 
job to do it. 

Already you have a certain amount of 
competition. If you nose ’round your home 
town, I am sure you will find at least one, 
but probably more, organizations that are 
planning the postwar life and development of 
the town. You will find that Architect John 
Smith heads up a committee that is plan- 
ning for wider streets, more parks, better 
playgrounds. You will find that the First 
Avenue Business Men’s Club is planning to 
modernize the stores along First avenue so 
they will take business from those on Park 
avenue. You will find that the ABC Com- 
pany is planning to go into the plastics busi- 
ness, which will mean building a new plant 
and hiring hundreds of men. 

Rarely will you find one organization that 
is planning the over-all future of your town. 
And, if there is such an organization, you 
will probably discover that it has no contact 
with every single person in the town. 

Who has such contact? The utilities: the 
electric light and power company, the tele- 
phone company, the water company, the gas 
company. But of these four, the electric 
light and power company has undoubtedly 
the greatest number of contacts. 


r. Crocker said that the solution of 

the many postwar problems large- 

ly depends on how well the smaller pieces 

of the jig-saw puzzle are laid out. He 

said it was for that reason that General 

Electric created a special planning com- 

mittee to explore and determine the shape 

of its business after the war. Explaining, 
he said: 


This planning committee is composed of 
fourteen men representing all the broad ac- 
tivities of the company. Of these men, only 
three spend a substantial part of their time 
—but not all of it—on postwar problems. 
The others serve simply as advisers on the 
activities with which they are most familiar. 

When it was started, the committee de- 
termined that there were three steps to be 
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taken. First, they had to determine—yes, 
with certain assumptions of course—the con- 
ditions that would exist at the end of the 
war. Second, they had to decide on the 
steps that must be taken by industry in es. 
tablishing a balanced economy under those 
conditions. Third, they had to work out 
the part General Electric should play in 
helping to establish and maintain this bal- 
anced economy. 

The general requirements for the economy 
of plenty the committee espoused are both 
staggering and heartening. We feel that in 
the year “V plus 2” (which means, in other 
words, two years after we have achieved 
victory), the United States should have 57,. 
000,000 gainfully employed people, and the 
production of goods and services should to- 
tal $110,000,000,000. 


With this goal in mind, he said, the 
committee proceeded to determine what 
part of that business should be done by 
the electrical manufacturing industry 
and, more specifically, what General 
Electric’s share should be. It finally 
decided that in order to hold up its end, 
the electrical manufacturing industry as 
a whole must do, roughly, $3,075,000- 
000 of business. And, using this as a 
base, they determined what dollar volume 
and number of employees General Elec- 
tric would need to maintain its position 
of leadership. He said the planning 
committee’s job now is to do five things: 


(1) To draft detailed plans for re- 
conversion of facilities to postwar 
manufacture. 

(2) To bring redesigns of products 
and new developments up to the point 
of exploitation. 

(3) To establish pilot plans for the 
development of processes and to in- 
struct skeleton crews. 

(4) To study the problems of sales, 
distribution, and personnel. 

(5) To study manufacturing opet- 
ations comprehensively, taking ad- 
vantage of the transition period to 
make major changes. 


M* Crocker said that no one com- 
pany could do all of the planning 
for the future, and that neither would the 
nation want the thinkers in Washington 
to do all of the planning for it. He pro- 
posed the utilities as the codrdinators of 
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postwar planning in their territories, and 
made certain broad recommendations. 
They included (1) appointment of a 
planning committee consisting of able 
businessmen; (2) the committee would 
give primary consideration to the basis 
for postwar plans. He pointed out that 
the basic problem was the same in every 
community in the country. In every 
town, sons will be returning from the 
war, its farmers will be seeking more 
hired hands, its little businesses that 
shifted to war contracting will be trying 
to get back into their old lines of work; 
new houses will be built; there will be 
remodeling and repair to be done; the 
old established industries, returning to 
their normal pursuits, will be laying off 
hands ; women will be returning to their 
homes. 

He said naturally no single community 
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could determine its own destiny, but with 
the help of a planning committee it prob- 
ably can make a good stab at building a 
pleasant, prosperous future. 

The committee must give thorough 
study to the problems of tying all the 
strings together and, through readjust- 
ment, will rescue the community from 
the distortions created by war. The com- 
mittee must do this in codperation with 
every other organization which has been 
planning a future for the community. 


PEAKING directly to the utility leaders, 
Mr. Crocker said, “Your job is to 
work out and present a general yet prac- 
tical and detailed plan. To codperate with 
other organizations, stimulating new 
ideas, pointing out possibilities, gent- 
ly shelving hare-brained and _ selfish 
schemes.” He continued: 
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Your job is to codrdinate and correlate 
every feasible idea and aim. To supply the 
man power and machinery for doing this 
rather complex work of surveying and study- 
ing, adding and subtracting. 

And, finally, your job is to see that the 
general plan is carried through—to prod 
the laggards and retard the impetuous, to 
publicize and promote the plan until it re- 


ceives the enthusiastic backing of every man, 

woman, and child in the community. 

Concluding, he said that to do this 
planning sensibly, America needs, first, 
community leadership and plans and 
flowing from there out regional and, 


finally, national plans. 
—C.A.E. 





Bills Propose Freight 


oe PANION bills have been introduced 
in the House and Senate designed 
to carry out the general conclusions of 
the Board of Investigation and Research 
and the Tennessee Valley Authority look- 
ing to establishment of uniformity in 
class rate levels throughout the country. 

There are a number of bills in the two 
branches proposing in various ways to 
eliminate freight rate discriminations. 
Senator Tom Stewart, Democrat of Ten- 
nessee, and Representative Dwight Pat- 
man, Democrat of Texas, have intro- 
duced companion measures under which 
the country would be divided into eight 
zones and freight rates would be put 
somewhat on the principle of parcel post 
laws. 

One bill in the House (HR 2378), in- 
troduced by Representative J. Percy 
Priest of Tennessee, would amend the 
Interstate Commerce Act with a view to 
the establishment of uniform classifica- 
tion of freight and a uniform scale of 
class rates, to be applicable in the trans- 
portation of property by common car- 
riers, by railroad, and for other purposes. 
It was referred to the Committee on In- 
terstate and Foreign Commerce. A sim- 
ilar bill (S 947) was introduced by Sen- 
ator John H. Overton of Louisiana and 
was referred to the Committee on Inter- 
state Commerce. 

Except for slight variations in the 
length of time in which the ICC would 
be required to make an investigation, con- 
duct a hearing, and put new rates into 
effect, the bills are identical. 

The Board of Investigation and Re- 
search was set up by Congress in the 
Transportation Act of 1940. It made a 
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summary report on its study of interter- 
ritorial freight rates to the Con- 
gress along with specific recommenda- 
tions. TVA reported its findings to Con- 
gress but made no specific recommenda- 
tions as to the procedure to be followed 
in eliminating the present 5-region 
freight rate system which it termed a 
“barrier to national productiveness.” 


| its conclusions, the Board of Investi- 
gation and Research found that the 
existing regional differences in the levels 
of class rates and of many commodity 
rates and the methods of constructing 
rates between territories are the source 
of constant irritation because of the com- 
petitive disadvantages which they fre- 
quently cause. The board found that 

... to provide equal opportunity for the eco- 
nomic development of all parts of the coun- 
try without artificial handicaps or prefer- 
ences, the levels of rates on articles common- 
ly moving on class rates should be made as 
nearly uniform throughout the United States 
as differences in transportation costs will 
justify and the revenue needs of the carriers 
will permit. 

The board noted that existing differ- 
ences in levels of class rates in the differ- 
ent rate territories are greater than can 
be justified by differences in transporta- 
tion costs and that regional differences in 
the composition of traffic do not afford 
justification for the regional differences 
in class rate levels. It urged a uniform 
freight classification and uniform class 
rate scales. 

The board contended that commodity 
rates should be considered separately and 
adjusted to the particular circumstances 
connected with the transportation of the 
specific commodity. It recommended 


642 





WHAT OTHERS THINK 


amendment to the Interstate Commerce 
Act but added a declaration that 
. it is in the interest of a proper devel- 
opment of the country as a whole that there 
should be established a uniform classification 
of freight and a uniform scale of class rates 
for application in interstate commerce 
throughout the United States, except where 
departures from uniformity may be clearly 
shown to be required. 


W ITHIN nine months after the act 
is amended the ICC would be re- 
quired to set up a proposed uniform clas- 
sification and scale of class rates. And 
within three months thereafter it would 
enter upon hearings, and within two years 
thereafter would issue orders requiring 
establishment of the new classification 
and rates. 

Issuance of the Tennessee Valley Au- 
thority report prompted a statement by 
Governor Thomas E. Dewey of New 
York that the southern states, normally 
Democratic, were threatening political re- 
prisals if the freight rate differentials 
against the South were not wiped out. 
In a statement prepared for the ICC he 
asked that body to decide the rate case 
before it “on the merits and on the facts,” 
without doing an injustice to New York. 
TVA had said that standardization was 
necessary if the South and West were 
to achieve “greater industrial develop- 
ment to absorb the surplus population that 
is normally uneconomically employed.” 

Governor Dewey said that the rate 
parity sought by the southern governors 
might lead, because of the financial con- 
dition of the railroads, to an increase in 
freight rates for New York and the rest 
of “the official territory.” 


ENATOR Stewart of Tennessee assailed 
the New York governor on the Sen- 
ate floor as a “dubious spokesman for the 
best interest of his own state because the 
prosperity of New York is ultimately de- 
pendent on the prosperity of the whole 
country, and I teli you this nation can- 
not prosper one-fifth imperial and four- 
fifths colonial.” 


Senator Stewart referred to what he 
termed Governor Dewey’s “presidential 
aspirations” and added, “the governor 
can only recognize the wishes of the ex- 
ploitative interests of his own state who 
would hold their ill-gotten advantage 
over four-fifths of the other states.” He 
said the South is hampered by an average 
rate 35 per cent higher than that avail- 
able to northern shippers and predicted 
that the words uttered by Dewey “will 
live to haunt him in the years to come.” 
He said he thought it was unfortunate 
that Dewey did not have a national view- 
point “instead of the narrow and provin- 
cial one which gives strong intimations 
of sectional prejudice.” 


egy Dewey had said an increase 
in freight rates for “the official 
territory” would mean an increase in cost 
of producing and distributing goods 
manufactured in New York state, which 
would make it more difficult for concerns 
to manufacture in New York state and 
make it more attractive for them to shift 
their operations to the South, adding: 

New York state can only view such a re- 
sult with the greatest concern. The problem 
of the maintenance of manufacturing indus- 
tries in New York and the problem of un- 
employment in New York—and unemploy- 
ment is a serious problem in our state, par- 
ticularly in the metropolitan area, in spite of 
the war boom elsewhere in the country— 
these problems affect not only New York 
alone but the entire nation. 

New York state embraces over 10 per cent 
of the nation’s population and the national 
government depends upon New York state 
for 20 per cent of its revenues. 


He disputed southern contentions that 
freight rates had impeded the industrial 
development of the South. He added 
that statistics show that neither the 
freight rates nor any other factors have 
prevented the industrial development of 
the South, pointing out that in recent 
years the South has developed indus- 
trially more rapidly than any other part 
of the country. 

—C.A.E. 
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Shipshaw Project Defended 


|G germane M. Nelson, chief of the War Pro- 
duction Board, replied to congressional 
public power bloc charges in his recent letter 
to Representative Coffee of Washington re- 
garding the Shipshaw power project in Can- 
ada. Nelson’s letter indicated that the WPB 
is going to “hold the line” on its policy of 
no discrimination between public and private 
power development and its emphasis on the 
single objective of producing the most power 
where it is most needed in the quickest time. 
Nelson stated categorically “that there was no 
relationship between halting of American pow- 
er projects for 1944 and later years and the 
continuation of Shipshaw.” 

No such American project has been “turned 
down, delayed, or halted to make way for 
Shipshaw.” No materials intended for such 
projects have been diverted to Shipshaw. Nel- 
son pointed out, for instance, that instead of 
America diverting copper to Canada, the 
United States imports copper from Canada. 
“Tn fact,” he said, “most of the materials and 
equipment for the project were supplied by 
Canadian sources.” He reviewed the decisions 
WPB made with respect to American power, 
which resulted in the cancellation of many 
private projects, the delay and ultimate can- 
cellation of some public power projects be- 
cause of the time it would take to bring them 
into operation. He concluded that even if 
WPB could have arranged to divert Canadian 
materials to the United States, “we certainly 
could not have justified stopping a 1943 Ca- 
nadian project, necessary to meet a tight Ca- 
nadian power situation, in order to complete 
later American projects to provide a power 
surplus here.” 


Krug Program Vice Chairman 


Bhar stg A. Krug, former power manager 
for the Tennessee Valley Authority, 
emerged on April 22nd as the third most 
powerful man in the War Production Board. 

A sweeping administrative order signed by 
Charles E. Wilson, executive vice chairman, 
named Mr. Krug program vice chairman of 
the WPB and gave him authority to review 
and approve all proposed military, foreign, 
and civilian production programs to insure that 
these do not conflict and are consistent with 
the nation’s maximum productive possibilities. 

Mr. Krug also was empowered to formulate 
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and determine policies, plans, and general 
methods for allocation, distribution, and re- 
distribution of American resources, for sched- 
uling of production, and delivery of products 
and for the control of inventories. 

President Roosevelt enlarged the War Pro- 
duction Board on April 23rd to include the 
heads of three other war agencies, in a move 
designed to orient the board toward greater 
attention to civilian supply. 

The new members are Harold L. Ickes, 
Petroleum Administrator for War; Joseph B, 
Eastman, Director of the Office of Defense 
Transportation; and Paul V. McNutt, chair- 
man of the War Manpower Commission. 


FPC Orders Rate Cut 


EDUCTIONS aggregating $2,195,287 annually 
R' in the wholesale natural gas rates of 
United Gas Pipe Line Company were ordered 
last month by the Federal Power Commission. 
United Gas Pipe Line is a subsidiary of United 
Gas Corporation, owned by Electric Power 
& Light. 

The action was taken without benefit of a 
formal hearing, but apparently with concur- 
rence of the company. Chairman Leland Olds 
described the commission’s order as being in 
“complete accord” with President Roosevelt’s 
recent “hold the line” order. The President in- 
tended, he said, to secure results that would 
reduce the cost of living now, rather than fore- 
go such immediate benefits in an unwarranted 
adherence to procedural formalism. 

Effective immediately, the rate cuts would 
reduce the cost of gas to pipe-line companies 
which transport and resell gas at the city gates 
of St. Louis, Memphis, Birmingham, Atlanta, 
and other cities, and to 45 distributing com- 


panies serving 265 communities having a popu- 


lation exceeding 2,500,000. 

The commission said it anticipated that the 
rate reductions would be passed on to ulti- 
mate consumers by the distributors. 


Puerto Rico Case Hearing Set 


B py Robert A. Cooper on April 16th ruled 
in the United States District Court at San 
Juan that the Puerto Rico Railway, Light & 
Power Company should have a hearing May 
17th on its demurrer to the government’s tak- 
ing over its properties. : 
The company charges that the condemnation 
proceedings under the Second War Powers 
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Act were filed in bad faith, that their true pur- 
pose was not military or naval but was for 
turning the properties over to the control of 
the Puerto Rico Water Resources Authority, 
a corporate instrumentality of the Puerto 
Rican government, The validity of the Second 
War Powers Act was also contested. 


London Electric Merger 


ONTROL of all electric light and power con- 

cerns serving London, England, and 
adjacent areas, scheduled to be taken over by 
the Joint Electricity Authority for London 
and Home Counties in 1971, may be assumed 
just after the war or during its duration, under 
a plan now formulated by the authority. 


This would codrdinate into one undertaking 
75 companies, and the immediate effect, The 
London News Chronicle explained, would be 
to level charges within the area, supply the 
same type of current at the same voltage, and 
put on supply vast stores of apparatus at prices 
and under instalment purchase schemes which 
the poorest members of the community could 
afford both to acquire and run. 

Most rates would be brought down to a 
standard based on the lowest now operating, 
but those few below the standard rate would 
not be raised. 

A gigantic saving in overheads would be ef- 
fected, but employees of the 75 companies 
would be so readjusted that no one would be 
thrown out of work or lose his pension. 


Arizona 


Seek Test of State’s Power 


T= Arizona Corporation Commission re- 
cently moved to determine whether it has 
jurisdiction over the electric rates charged by 
the Salt River Valley Water Users Associa- 
tion. The commission ordered association offi- 
cials to appear May 4th and show cause, if 
any, why it should not be adjudged a public 
service corporation, as defined *by the state 
Constitution. 

In making the move, the state agency acted 
in conformity with resolutions adopted by the 
sixteenth state legislature, which requested the 
commission “to review, investigate, and regu- 
late the rates charged by the association for 
electrical energy.” 

The legislative resolutions—adopted unani- 
mously—asserted “there exists widespread 
dissatisfaction among customers of the associ- 
ation over rates now being charged for elec- 
trical energy and, on account of widespread 
public interest, an immediate review, investi- 
— and regulation of said rates is desir- 
able.” 

However, because of constitutional pro- 
visions, the commission felt it could not imme- 
diately launch such an investigation without 
first determining whether it had jurisdiction. 
It was pointed out that the Constitution pro- 
vides that all corporations, except municipal, 


engaged in furnishing public utilities, such as 
water, light, and gas, are public service cor- 
porations and subject to the commission’s ju- 
risdiction. 

In 1940, the electorate amended the state 
Constitution to the extent that the water users 
association and others similarly situated were 
granted immunities and exemptions afforded 
by the Constitution to municipalities and politi- 
cal subdivisions. Whether that amendment ex- 
empts the water users from jurisdiction of the 
state corporation commission in investigating 
the association’s rates would be determined at 
the May 4th hearing. 


Fights Bus Permit 


fg K. Perry, attorney, was recently re- 
tained by the city of Phoenix to represent 
it in protest proceedings before the state cor- 
poration commission in the application of 
Eagle Bus Lines for extension of service from 
Glendale to Luke field. The municipal bus sys- 
tem now serves Luke field, the ground of 
which the city owns. 

Municipal officials said application of Wil- 
liam Bentheim, doing business as the Eagle Bus 
Lines, to Luke field would be opposed as detri- 
mental to the city’s own service to the airport. 
Action on the petition was postponed until 
May 5th. 


Arkansas 


Gas Rates Protested 


ag erent Edward H. Patterson of 
[\ Johnson county proposed to the state utili- 
ties commission last month that it refer to the 
Federal Power Commission a contract under 
which the Arkansas Louisiana Gas Company 
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sells natural gas at wholesale to the Empire 
Southern Gas Company at Clarksville. 

Chairman A. B. Hill of the commission, say- 
ing Mr. Patterson “may have something here,” 
announced he would confer with other com- 
missioners and staff members to determine 
whether action should be taken. 
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New Record Plan Expected 


A NEw plan of filing and preserving records 
of public utilities operating in Arkansas 
was expected to be approved by the state utili- 
ties commission. 

Under the proposed system, submitted to the 
utilities at a hearing last month, records would 
be classified and each classifcation preserved 
for a specific number of years. After expira- 
tion of the period, the companies could destroy 
the records. 

Present regulations forbid utilities to destroy 
records without commission approval. 


OPA Joins REA Rate Fight 


HE Office of Price Administration on 

April 15th took a hand in behalf of gov- 
ernment-financed rural electric codperatives 
that are endeavoring to invade the field of 
small communities formerly served by private 
utilities. 

Charging a technical violation of the second 
Price Control Act, lawyers representing the 
OPA and Rural Electrification Administration 
obtained a postponement of a hearing before 
the state utilities commission that may affect 
future REA expansions. 

The case involved an application by the 
Oklahoma Gas & Electric Company for author- 
ity to alter its contract with the Arkansas Val- 
ley Electric Co6perative Corporation to speci- 
fy that power sold to the co-op at wholesale 
rates should be resold solely to customers in 
rural areas. 

Expressing a willingness to codperate with 
the OPA, the commission reset the case for 
June 2nd and scheduled a similar hearing June 
lst for the Arkansas Power & Light Company. 

Chairman A. B. Hill of the commission said 
the private utilities contend they sell power to 
co6peratives at such a cheap rate that the co- 
ops could undersell the utilities in the commu- 
nities affected. He cited the town of Clinton, 
where the rate to the company distributing 
power formerly was 2 cents per kilowatt hour. 
The Arkansas Power & Light Company sells 
power at wholesale to a codperative in that 
area for about 8 mills. The co-op has pur- 
chased the distribution system at Clinton and 
is serving the town’s consumers with power 
purchased for 8.4 mills, Mr. Hill said. 

The utilities contend that power bought by 
the co-ops and resold in towns and communi- 
ties with population in excess of 250 should 
command a higher price than power bought 


for distribution solely in farming areas, 

Thomas B. Fitzhugh, lawyer for the co-op, 
moved for a dismissal of the case. He con- 
tended that such a “doubled” rate would re- 
strict the development of war industries and 
food-processing plants. 


Invasion of States’ Rights 
Alleged 


CHARGE that the Federal Power Commis- 

sion attempted to invade Arkansas’ rights 
when it investigated power rates charged to 
the Lake Catherine aluminum plant was lodged 
by the National Association of Railroad and 
Utilities Commissioners last month. The asso- 
ciation filed a brief, printed in Little Rock, 
with the FPC in support of the Arkansas com- 
mission’s intervention in the case. 

It acknowledged that the FPC had jurisdic- 
tion over rates charged to the Arkansas Power 
& Light Company by nine other utility concerns 
in other states. But it contended power sold 
to the aluminum plant by the AP&L was 
under the exclusive jurisdiction of the state. 

Denying that the FPC acted under authority 
of an order by President Roosevelt last Octo- 
ber—despite legislation restricting authority 
of the commission—the NARUC said the 
President’s directive “does not impose upon the 
commission any duty to determine the reason- 
ableness of a rate which has been established 
in accordance with a state regulatory law.” 

The association said the FPC could not as- 
sert jurisdiction over the sale of power to the 
aluminum plant on the theory that a joint in- 
terstate sale was made by the codperating 
utilities through the agency of the Arkansas 
Power & Light Company. “Sales to consumers, 
whether for domestic, commercial, industrial, 
or other use, are local in character and sub- 
ject only to regulation by the states, even 
though made across state lines,” the associa- 
tion said. 

The Montana Board of Railroad Commis- 
sioners has joined the Arkansas commission 
in its charges that the Federal Power Commis- 
sion is encroaching on states’ rights. The com- 
mission, in a letter to U. S. Senator Bridges, 
said the commission was “opposed to any in- 
terference by any Federal agency in those mat- 
ters which the people have placed in our hands. 
The action of the Federal Power Commission 
in Arkansas indicates that similar encroach- 
ment on states’ rights might be attempted in 
other states.” 


California 


Merger Plan Loses 


vo of San Francisco on April 20th de- 
feated a proposal that the city issue $7,- 
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950,000 in revenue bonds for the acquisition of 
the operating properties of the Market Street 
Railway Company. The vote was 87,399 
against and 53,441 for. 
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Connecticut 


Commissioner Approved 


E Rew state senate last month, despite Demo- 
cratic charges of “politics,” received and 
quickly approved four nominations from Gov- 
enor Baldwin. Among them was the appoint- 
ment of Eugene S. Loughlin of Greenwich 
for public utilities commissioner, at $9,000 a 


year for six years. The house subsequently 
confirmed the appointment. 

William W. Hoppin, Jr., Farmington, ex- 
pressed his gratitude to the “long and faithful 
services” performed by Commissioner Joseph 
W. Alsop, who was replaced by Loughlin. Al- 
sop recently completed twenty-five years’ con- 
tinuous service in his post. 


Florida 


City Buys Utility 


D C. Barnes, president of the Engineers 
e Public Service Company, announced last 
month that a contract had been signed with the 
city of Key West for the sale to the city of 
all the securities of the Key West Electric 
Company owned by Engineers. 

The contract provides that, subject to the 
ability of the city to finance through its fiscal 


agent, John Nuveen & Co. of Chicago, the city 
will purchase from Engineers Public Service 
5,000 shares of common stock and 1,741 shares 
of preferred stock of the Key West Electric 
Company. 

The Securities and Exchange Commission in 
July, 1941, ordered Engineers Public Service to 
dispose of its interest in Key West Electric in 
compliance with the integration provisions of 
the Public Utility Holding Company Act. 


Georgia 


Natural Gas Rates Cut 


7itH indications of further reductions 

later on, the state public service commis- 

sion on April 22nd ordered a cut of $168,000 

annually in natural gas rates, 50 per cent of it 
in the Atlanta area. 

Although the order, directed against the At- 
lanta Gas Light Company, reduced the com- 
pany’s revenue by $168,000 based on 1942 col- 
lections, its main objective, Chairman Walter 
McDonald said, is to make rates uniform and 


provide “a more acceptable and desirable rate 
structure.” 

The company also was directed to start im- 
mediately negotiations for a better rate agree- 
ment with the Southern Natural Gas Corpora- 
tion, pipe-line concern which brings the fuel 
into Atlanta. Noting that the company’s con- 
tract with the pipe-line company is nearing 
its end (1944), the commission directed it to 
“deal at arm’s length with the connecting in- 
terstate company in the renewal of its con- 
tract.” 


Illinois 


War Plants Hit by Strike 


UBLIC transportation in an area embracing 
five cities and about 100 war plants was 
halted on April 22nd when seventy-seven AFL 
union bus drivers and maintenance men refused 
to work in protest against a regional War La- 
bor Board “hold the line” order denying them 
4 wage increase of 7 cents an hour. 
elief was provided for stranded war plant 
workers late in the day when union chiefs, 
after a conference with officers of the Army 
Transport Zone, consented to the operation of 
afew busses to carry employees to and from 
the plants at the afternoon and 11 p. M. shift 
changes, 
About 25,000 persons using the bus lines 
within the cities along the 22-mile route be- 
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tween Elgin and Aurora were notified of the 
stoppage by radio and police squad cars. The 
other cities affected were Batavia, Geneva, and 
St. Charles. 


OPA Promises Aid 


Lowe on whether the Chicago Surface 
Lines shall be allowed to continue to col- 
lect an 8-cent fare, which have dragged on for 
the last ten months before the state commerce 
commission representative, closed on April 
19th with the promise that the Office of Price 
Administration will back the city and state in 
efforts to reduce the fare to its previous 7- 
cent base. 

In the final stage Major R. F. Kelker, city 
traction engineer, attempted to break down 
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the company valuation of $174,311,000 on which 
the 8-cent fare is based. 

The surface lines were granted the tempo- 
rary 8-cent fare a year ago. The state com- 
mission must rule May 3rd on whether the 1- 
cent boost will be permanent. 

The OPA was denied the right to intervene 
a year ago, but the commission later granted 
OPA power to intervene under a presidential 
order of last October 2nd to enforce price lev- 
els as of September 15, 1942. 

The Chicago Surface Lines, without a chief 


executive for nearly a year, will have a new 
general manager beginning May 15th. He is 
Fred A. Nolan, general manager of the Detroit 
Street Railways for the last nine years, Fed. 
eral Judge Michael L. Igoe last month ap. 
proved Nolan’s appointment by the Surface 
Lines’ joint board of management and opera- 
tions. Nolan’s salary will be $30,000 a year, 
The Surface Lines, which are in receiver- 
ship, have not had a chief officer since Charles 
bs Chase, president for one year, died last 
ay. 


lowa 


REA Tax Ruling 


URAL electrification groups in Iowa are tax- 

able as transmission line companies, not 
as nonprofit codperatives, an opinion by State 
Attorney General John Rankin’s office held re- 
cently. 

The opinion affects the method to be used in 
applying taxation this year for the first time 
to the transmission line properties. During 
the last two years, the REA lines were exempt 
from property tax. The exemption expired 
January Ist. 

The exemption law provided that when the 
lines were taxed they should be assessed under 
a chapter providing one method of taxing non- 
profit coOperatives and another method for 
taxing companies. The opinion held that the 
REA lines come under the “company” method, 
not the one provided for codperatives. Conse- 
quently, the value of the lines per mile would 
be determined by the state tax commission, 
and certified to the counties for collection from 
the REA association. 

Under the other plan, for nonprofit codper- 
atives, the interest of the members in the lines 
would have been determined and its value as- 


sessed as real estate to them. The tax would 
have been payable by the various members in- 
dividually instead of by the parent group. 

Rural electrification codperatives in the 
state on April 23rd launched an effort to pre- 
vent assessment for property taxes on the same 
basis as that used for other transmission lines 
operated for profit. 

The Greene county and Hardin county co- 
Operatives asked Polk County District Court 
for an injunction to prevent the state tax com- 
mission from assessing their lines. 

The test suit would determine how property 
tax would be applied to 23,621 miles of REA 
lines in Iowa, which serve 52,098 farm homes. 
During the last two years the lines were exempt 
from taxation entirely because of a law which 
expired January Ist. 

The thing which the REA groups fear is the 
application of a recent attorney general’s 
opinion which held that they are taxable in 
the same manner as regular transmission lines 
operated for profit. This means that they 
would be assessed by the state tax commission 
according to the value per mile which was 
determined. The tax would be paid by the 
cooperative. 


© 
Michigan 


Rate Inquiry Saved 


ry attempt to cancel an investigation of 
Consumers Power Company rates, author- 
ized unanimously by the city commission last 
month, subsequently failed after a bitter 2- 
hour controversy among commissioners. 

The commission deadlocked, 4 to 4, with the 
mayor absent, on a proposal by Vice Mayor 
William J. Riley that employment of Dr. John 
Bauer, New York utility rate authority, be re- 
considered. 


Arbiter’s Ruling Studied 


$ iis Consumers Power Company and the 
Utility Workers Organizing Committee 


MAY 13, 1943 


(CIO) were recently reported studying the 
rulings and recommendations of William E. 
Simkin, arbitrator in the company-union dis- 
pute over the interpretation of their contract. 
Simkin was appointed arbitrator by the re- 
gional War Labor Board last March after a 
strike threat climaxed the dispute. A WLB di- 
rective, a few hours before the deadline, avert- 
ed the strike, which would have cut off power 
and light from a million Michigan residents. 
In his decision, announced on April 19th, 
Simkin held that the existing contract does 
not call for a union shop though the union 
“by devious methods, attempted to give full 
union shop construction to the agreement.” 
Simkin charged “the company or some of its 
supervisory officials engaged in a course of ac- 
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tion designed to undermine the union,” and 
that there was “contriving and conniving on 
both sides which does not represent a real and 


clear-cut understanding.” He recommended 
that the company give consideration to a union 
shop agreement. 


Missouri! 


Rural Power Bill Killed 


HE state senate committee on private cor- 
porations last month killed a bill to permit 
rural electric codperatives to transact business 
with 5 per cent of members present at meetings 
instead of 15 per cent, as now required by law. 


The bill, which has been pending in the 
committee since February 4th, was desired by 
representatives of the codperatives, who re- 
ported that when a co6perative had a member- 
ship of 1,000 or more it was difficult to obtain 
the attendance of 15 per cent of the members, 
particularly with tire and gasoline rationing. 


Nebraska 


District Property Exempt 


rate Attorney General Johnson was recently 
S served by the Attorney General of the 
United States with a brief prepared by the lat- 
ter in connection with the pending controversy 
before the state supreme court as to whether 
the property of the Platte Valley Public Power 
and Irrigation District is taxable. 

Samuel O. Clark, Jr., U. S. Assistant At- 
torney General, took the position in his brief 
that the hydros are governmtntal subdivisions 
of the state, in view of the fact that they are 
geographically organized units within the state, 
created for public purposes under authority of 
the state legislature, and are controlled by the 
qualified electors of the areas embraced. 

He pointed out that for more than ten years 
administrative officials of the various counties 
have construed these to be exempt from taxa- 
tion because of being governmental subdivi- 
sions, thus establishing a principle of construc- 
tion that should not lightly be disregarded. 

Mr. Clark said the Federal government, as 
owner of $41,869,000 of the securities issued 
by this district, is vitally interested because to 
tax the properties would affect its security. 
This money represents direct loans, and in ad- 
dition the government has made grants that 
bring the total interest of the government up 
to $65,000,000. 

Attorneys for the district, in their appeal, 
claimed the property as that of the state, but 
the brief of the Federal Attorney General made 
plain that the government’s position is that it 
may foreclose its lien, whereas a state cannot 
mortgage its property. 


Asks Judgment Set Aside 


| be spite of the recent ruling of the state su- 
preme court that Attorney General Johnson 
was right when he took the position that when 
the Central Nebraska (Tri-County) Public 
Power and Irrigation District took state school 
lands for construction and operation purposes 
it must pay for them, attorneys for the Platte 
Valley District filed a brief in the supreme 
court: on April 22nd asking that it set aside 
$7,488, a judgment obtained by the state for 
the taking by it of school lands the state had 
contracted to sell for that sum. 

In the Tri-County Case the court held that 
the attempt of the legislature to give school 
lands to these projects was void because it had 
no constitutional authority to do so. Attorneys 
for Platte Valley insist the legislature did 
have the authority, and that as the state failed 
to appeal from the finding of the board of ap- 
praisers it had suffered no damage, it 1s 
estopped from maintaining this action. They 
add, however, that if the court adheres to its 
opinion in the Tri-County Case that it elimi- 
nates from the judgment the allowance of $3,- 
700 for interest, asserting that as between the 
state and one of its political subdivisions there 
should be no such allowance, especially when 
the district relied on the law exempting it. 

It was urged that as the legislature has never 
questioned its own authority to grant rights 
of way to public corporations, and that where, 
as in this case, the development benefits the 
entire state including state school lands, this 
should not be considered as violative of the 
Constitution. 


New York 


Transit Bill Vetoed 


Ce Dewey on April 19th vetoed the 
Wicks bill providing for the hearing of 
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grievances by employees of the New York 
city board of transportation. The governor 
said that those workers, since unification, were 
civil service employees and that the creation of 
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a grievance committee and the provision for 
hearings set up a procedure dissimilar to that 
prevailing in other branches of civil service. 

“Furthermore, a question of home rule is in- 
volved,” he added. “The bill is vigorously 
opposed by the mayor of the city of New York. 
It is also opposed by organizations representing 
large numbers of the employees of the board 
of transportation.” 


Bimonthly Billing Inaugurated 


jis Consolidated Edison Company of New 
York was scheduled to put meter readings 
and billings on a bimonthly basis in the ter- 
ritory of the Brooklyn Edison Company, May 


Ist, under a plan filed with the state public 
service Commission. 

The plan would affect approximately 4,500,- 
000 residential and general billings a year, the 
commission said, and would save the com- 
pany $516,000 a year in operation cost. 

The change from monthly meter reading 
and billing was asked by the company because 
of the many employees it claimed to be losing 
to the armed forces and the numerous war 
industries. 

Opposition, in recent proceedings, came from 
the Brotherhood of Consolidated Edison Com- 
pany Employees on the ground the plan would 
eliminate many jobs to which employees in the 
armed services otherwise would return. 


Ohio 


Utility Measure Revived 


TS bill to tax municipally owned public 
utilities, killed once by the state house 
taxation committee, was revived last month 
in the senate taxation committee, which held 
its first hearing April 14th on a measure spon- 
sored by Fred Reiners, Republican of Cincin- 
nati. 

Mayor Frank J. Lausche, of Cleveland, head- 
ed a delegation of fifty officials of municipali- 


ties who opposed the bill. No action was taken. 
Reiners called attention to the increased 
amount of property that has become tax ex- 
empt in recent years. The Federal govern- 
ment, he said, claims that $1,000,000,000 worth 
of industrial property financed by the Federal 
government for war production in Ohio and 
that $300,000,000 worth of government hous- 
ing property should be tax free. Reiners said 
his bill would tax about $50,000,000 worth of 
property owned by municipal utilities. 


Oklahoma 


Grand River Bill Signed 


C= Kerr last month signed Senate 
Bill 88, providing for the governor to 
appoint members of the Grand River Dam Au- 
thority board of directors. 

The governor said an effort would be made 
to restore the authority to state control. He 
will name a new board of directors under the 
bill, which gives him power to appoint and 
remove members at will. Some of the pres- 
ent members will be reappointed, it was said. 

The Federal government took control of the 
dam under the war emergency powers of the 
President in 1941. 


Lower Fares Ordered 


A TEMPORARY order reducing Oklahoma 
City’s bus and street car fare 14 cents 


when tokens are purchased was issued last 
month by the state corporation commission, 
effective April 19th. 

The order directed the Oklahoma Railway 
Company to charge 25 cents for four tokens 
instead of the present rate of two for 15 cents. 
The present charge of 10 cents for a single fare 
remained in effect and the existing practice 
of issuing transfers will be continued. 

The commission retained jurisdiction and 
will hold hearings June 30th on a permanent 
rate for the traction company. 

A flat fare of 6 cents was found sufficient, 
the order stated, but it was not put into effect 
because of the attempt of railway company em- 
ployees to obtain increases in wages which 
have been agreed upon by the company and 
the application is before the War Labor Board. 
The commission declared itself in sympathy 
with efforts to increase the pay of employees. 


Pennsylvania 


The Philadelphia Gas Works Company for- 
mally asked permission to withdraw its re- 
quest for a general boost of 2 cents per thou- 
sand cubic feet. 
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Rate Increase Rescinded 


HE threatened increase in Philadelphia gas 
rates was rescinded officially on April 26th. 
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The Philadelphia Gas Commission, at a 
special meeting, then adopted a resolution can- 
celing its order of April 21st under which the 
rates were to have gone up on May 2lst. 

The commission’s action followed an order 
of the Office of Price Administration which 
saves the company about $155,000 in operating 
costs during the fiscal year which ends Au- 
gust 3lst. The OPA order, issued on April 
23rd, freezes at 25 cents per thousand cubic 
feet the coke oven gas which the company 
buys from the Philadelphia Coke Company to 
augment its own product. 


Commission Regulation 
Sustained 


HE state superior court on April 20th ruled 

that the state public utility commission 
has regulatory power over municipal water 
authority rates for customers beyond the cor- 
porate limits of the municipality. 

While deciding the issue, however, the court 
returned to the commission for ‘ ‘complete re- 
consideration” the complaint of consumers 
outside State College borough that their 
borough authority rates were “discriminatory 
and excessive.’ 

On the rate question the court found neither 
side had proved its case, mentioning that the 
burden of proof rests with the utility, which 
was ordered by the commission to reduce its 
out-of-borough rates. 

The court said § 301 of the Public Utility 
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Rhode 


Get Wage Increases 


Armani 1,200 employees of the Nar- 
ragansett Electric Company will receive 
wage increases, retroactive to last January Ist, 
as the result of approval by the National War 
Labor Board, announced last month in Wash- 
ington, of a wage agreement signed by the 
company several months ago. 

The WLB also was reported to have ap- 
proved wage agreements between 47 other New 
England utilities and 5 unions after review of 
a split decision of the Boston regional board. 
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Act of May 28, 1937, “gives the commission 
regulatory jurisdiction over the public utility 
service of municipalities and their authorities 
beyond the corporate limits of the munici- 
pality.” 

An attack on the constitutionality of § 301 
on the grounds that municipalities were not ex- 
pressly mentioned in the title of the act was 
waved aside by the court. 


Ordered to Pay Tax 


[* a 43-page opinion, handed down in Dauph- 
in County Court on April 19th, President 
Judge William M. Hargest ruled that the 
American Gas Company, Philadelphia, a sub- 
sidiary of the United Gas Improvement Com- 
pany, must pay the 5-mill franchise tax under 
the act of 1935. The tax was fixed at $100,- 
000 and the interest and attorney general's com- 
mission brought the total to $133,215, on which 
the court directed that a judgment be entered 
in favor of the state. 

“A holding company which transacts all of 
its business in Pennsylvania is not to be con- 
sidered as ‘not doing business therein’ merely 
because it does not buy or sell securities dur- 
ing the tax years but merely reaps the profits 
—— securities which it holds,” the jurist 
said. 

The gas company claimed that much of its 
business was conducted out of its offices in 
Camden, New Jersey, and that it was not liable 
to the franchise tax in Philadelphia. 


Island 


Ralph E. Nock, vice president of the Nar- 
ragansett Company, said that if WLB approval 
had been given to the company’s application, 
as submitted, increased wages agreed upon last 
summer would become effective. 

Under the contract made with Local 310, 
Brotherhood of Utility Workers of New Eng- 
land, to which a majority of company em- 
ployees belong, provision was made, effective 
January Ist, Nock said, for an increase of 3 
cents an hour for those receiving 833 cents 
an hour or less, and 24 cents an hour for 
those receiving more than the 83i-cent rate. 


South Carolina 


House Votes Santee Probe 


tS state house of representatives on April 
15th adopted a resolution providing for an 
investigation of the South Carolina Public 
Service (Santee-Cooper) Authority and pri- 


vately owned utility companies in the state. 
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The resolution carried an appropriation of 
$750 for the expenses of the investigation and 
gives authority to subpoena witnesses. 

Originally, the resolution came from the 
Berkeley county delegation consisting of Rep- 
resentatives Winter and Mitchum. 

Representative George Davis, of Richland, 
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proposed an amendment providing that private- 
ly owned companies as well as the Santee- 
Cooper should be investigated. Speaking for 
his amendment, he pointed out that the Berke- 


ley delegation’s resolution carried no appro- 
priation and added: “Without an appropria- 
tion to carry it out, it’s not worth a thing.” 
Davis opposed the original resolution. 


Texas 


Proposes Power Curb 


URBING power of river authorities created 

by the state legislature was recommended 
recently in a preliminary report signed by four 
of five house members investigating the Lower 
Colorado and Guadalupe-Blanco authorities. 

The committee report, drawn from 1,000 
pages of testimony, was signed by Chairman 
J. E. Winfree of Houston, S. J. Issacks of El 
Paso, Claude Gilmer of Rock Springs, and T. 
R. Bond of Terrell. The fifth investigator, 
Joe Humphrey of Abilene, dissented. 

“T cannot concur with the majority,” 
Humphrey said. “As a juror, it has never 
been my practice to render a decision before 
I have had an opportunity to hear and study 
all the evidence in a case. I am thoroughly 
convinced that the river authorities in the state 
of Texas have done, are doing, and will con- 
tinue to render a great service to the citizens 
of this state in flood control, water conserva- 
tion, and lower electrical rates.” 

The majority report was placed in the house 
journal. 

A. J. Wirtz, former general counsel for 
the Lower Colorado River Authority, criti- 
cized the house investigating committee re- 
port on LCRA, the Guadalupe-Blanco River 
Authority, and their negotiations with the city 
of San Antonio. In a brief taking exception 
to the committee report, Wirtz appealed to the 
state legislature and the public “in the spirit 
of fair play and genuine Americanism, to with- 
hold judgment until this committee is willing 


to publish all the facts.” He expressed doubt 
over the advisability of further testimony, al- 
leging that a majority of the committee appar- 
ently had its minds made up. 

Among the suggestions and recommenda- 
tions submitted by the four members were the 
following: 

That the legislature more specifically de- 
scribe the powers of river authorities which 
it creates so “the functions of flood control, 
soil conservation, reclamation of forests, irrt- 
gation, and other public benefits as well as gen- 
eration and sale of hydroelectric power,” be 
administered by directors answerable to the 
governor and legislature. 

“That legislation be enacted making it unlaw- 
ful for these authorities to pay fees and com- 
missions in the sale and acquisition of utili- 
ties properties, and that some standards or re- 
striction be set up whereby the state can con- 
trol the expenditure of these public moneys.” 

That the attorney general supervise ail le- 
gal work for the authorities including terms 
and fees for other legal counsel employed by 
the authorities. 

That appropriate legislation be passed to pre- 
vent river authority management from pre- 
scribing rates which a municipality charges 
its customers for electricity bought from the 
authority. 

That advertising and publicity expenditures 
be prohibited or controlled by law. The Lower 
Colorado River Authority, the committee said, 
spent approximately $65,000 for the purpose in 
1941 and 1942. 


Wisconsin 


Natural Gas Bill Signed 


Am which would prohibit the sale of natu- 
ral gas unless permission is obtained from 
the local governing body where the gas is to be 
sold was signed into law on April 16th by Gov- 
ernor Goodland. 

Passed by overwhelming majorities in both 
houses of the state legislature, the _measure 
would prohibit the sale of natural gas “or natu- 
ral gas mixed with manufactured gas in lieu 
of manufactured gas” unless the local permit 
had been obtained and unless a permit had 
been issued by the state public service commis- 
sion. Some legislators questioned whether the 
new law would be effective, because of a recent 
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Interstate Commerce Commission ruling which 
held that natural gas was a subject of Federal 
regulation. 


House Approves Co-op Measure 


UNICIPAL utilities and rural electric co- 

Operatives would be prohibited from 
making any contributions for political pur- 
poses, if a bill passed by voice in the state as- 
sembly on April 16th is approved by the sen- 
ate and Governor Goodland. 

The measure, similar to that which now 
governs private utilities, was introduced by 
Ernest A. Heden, Republican of Ogema, and 
Walter E. Cook, Republican of Unity. 
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The Latest 
Utility Rulings 


Common Stock Capitalization Order of 
SEC Affirmed 


HE United States Circuit Court of 

Appeals, Third Circuit, has affirmed 
the order of the Securities and Exchange 
Commission (44 PUR(NS) 217, 45 
PUR(NS)1), requiring the Common- 
wealth & Southern Corporation, under 
§ 11(b)(2) of the Holding Company 
Act, to change its capitalization to a 
single common stock basis. The company 
did not assert the lack of substantial evi- 
dence to sustain findings that the cor- 
porate structure unduly and unneces- 
sarily complicated the corporate struc- 
ture of the system and that the voting 
power was unfairly and inequitably dis- 
tributed, but it contended that such an 
order was not authorized by the statute; 
that if § 11 of the act were construed to 
authorize such an order, it is unconstitu- 
tional; and that the proceedings which 
terminated in the order were objection- 
able. 

Subsection (a) of § 11, said the court, 
provides for essential preliminary 
studies. Subsection (b) provides that 
after hearing, and presumably in the 
light of its preliminary studies, the com- 
mission shall require such action as may 
be necessary to bring about compliance 
with the standards of § 11, which action 
may include both an integration and 
divestment order under § 11(b) (1) and 
a simplification order under another part, 
§ 11(b) (2). In the case of a simplifi- 
cation order the commission must direct 
what step or steps the holding company 
is to take, but such order is not self- 
executing and the act has accordingly 
provided two alternative methods of 
carrying it out. 

The first of these methods is through a 
plan voluntarily submitted by the com- 
pany under subsection (e) of § 11 and 
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approved by the commission. The second 
method is provided by subsection (d) 
of § 11, which authorizes the commission 
to apply to a district court to enforce 
compliance with the order. In both of 
these cases a court is given the final 
power to compel compliance. The court 
continued : 

It will thus be seen that the congressional 
purpose is to leave open to the holding com- 
panies a broad area of discretion in determin- 
ing just how they are to bring their systems 
into compliance with the required standards. 
The orders to be entered by the commission 
under § 11(b) are fundamentally directions 
that the companies involved achieve a stated 
result in integration of operations, divestment 
of nonintegrated properties, simplification of 
corporate structure, or distribution of voting 
power in order to meet the standards estab- 
lished by the section. While these orders are 
final and binding determinations of the result 
to be achieved, it seems clear that Congress 
intended that the commission might leave 
open for later consideration the detailed 
means by which the result directed should be 
accomplished. 


It was concluded that the order was in 
accordance with § 11(b), prescribing 
only the ultimate step required to be taken 
without pointing out the manner in which 
the required result is to be accomplished. 
A contention that, since the assent of 
stockholders would be required, the order 
required action beyond the power of the 
corporation was overruled with the state- 
ment that the company is given an op- 
portunity to procure voluntary assent of 
stockholders and, if it is unable to procure 
such assent, to propose an appropriate 
plan and to secure its enforcement by the 
court. 

A contention that § 11(b) (2) is un- 
constitutional because it unlawfully dele- 
gates legislative power was overruled. 
The standards established by §§ 1(b) 
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and 11 were held to be adequate to per- 
mit the commission to carry out the policy 
of the act. 

A contention that the act is uncon- 
stitutional because it is not in ac- 
cord with the commerce powers was 
overruled with the statement that activi- 
ties which are in themselves intrastate 
may be regulated by Congress if they 
affect interstate commerce. 

A suggestion that the order was in 
violation of the Fifth Amendment with 
respect to stockholders was said to be 
premature, since the present order was 
primarily designed to enable the company 


7 


to comply with the mandate of the law 
by obtaining the voluntary cooperation 
of stockholders and later to take action in 
the court to enforce compliance, at which 
time the stockholders would have an op- 
portunity to assert any objections. 

No error was found in the commis- 
sion’s rejection of evidence to prove that 
the value of assets was sufficient to sup- 
port a substantial amount of preferred 
stock, although such a valuation might 
become necessary at a later time. Com- 
monwealth & Southern Corp. v. Securi- 
ties & Exchange Commission (No. 


8052). 


Refund of Profits on Services to 
Affiliates Ordered 


ES Ber New York Supreme Court has 
ordered the Koppers Company to 
repay to the Brooklyn Union Gas Com- 
pany, an affiliate, over $300,000 collected 
as profits on management, construction, 
and engineering services. In a suit by 
minority stockholders the court held that 
profit from such services rendered to an 
affiliate was unlawful under § 110 of the 
New York Public Service Law. 

The court dismissed a charge that 
Koppers Company, the largest single 
stockholder in Brooklyn Union Gas 
Company, had dominated the latter and 
conspired with its directors to the dam- 


e 


age of the corporation. It was held that 
there was no showing of a conspiracy 
and that the transactions between the 
companies seemed fair and_ honest, 
although not in accord with the statute. 

The court also dismissed a charge that 
the stock holdings of Koppers Company, 
directly and through subsidiaries, in 
Brooklyn Union were in excess of the 
amount permitted by law, since in the 
case of gas utilities the law draws the 
line at direct holdings but does not ex- 
pressly prohibit indirect holdings of this 
sort. Stockholders v. Brooklyn Union 
Gas Co. 


Automatic Renewal of Power Contract for 


Additional Year Disapproved 


te “term” provision of a schedule 
covering the sale of primary power 
was disapproved by the New York com- 
mission because it provided that the cus- 
tomer should execute a contract for a 
period of one year providing that, unless 
within thirty days prior to expiration of 
the contract the customer cancels it, it is 
thereby renewed for another term of one 
year, and so on, successively. This type 
of term provision, Commissioner Burritt 
pointed out, had been eliminated from 
most rates throughout the state and cus- 
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tomers generally might discontinue serv- 
ice on thirty days’ notice at any time af- 
ter the initial period. 

The company, in support of its require- 
ment, showed that customers under this 
rate took substantial amounts of power, 
facilities for which the company was re- 
quired to keep available. It was contend- 
ed that the company should not be re- 
quired to assume all the risks in provid- 
ing facilities for large industrial custom- 
ers, particularly as they were served at a 
lower rate. If the present war effort 
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should cease suddenly, it was contended, 
the company stood to lose heavily upon 
the facilities which it had provided for 
the present unusual load ; whereas, if the 
company were permitted to continue its 
present term provision, that possibility 
would not arise all at once, but revenues 
would gradually taper off. 

The commission approved a provision 
that the term should be for one year but 
that the customer might cancel the con- 


tract at any time after expiration of the 
initial term by giving the company nine- 
ty days’ prior written notice. A further 
provision was approved to allow the 
company, with the permission of the 
commission, to require that the initial 
term be longer than one year when the 
amount of investment or other condi- 
tions of service should warrant. Re 
Buffalo Niagara Electric Corp. (Case 
No. 11078). 


e 


Cooperative Telephone Company Held to Be a 
Public Utility 


Ke of the purchase by a co- 
Operative telephone company of 
assets formerly belonging to a mutual 
company, which had lost the property at 
a judicial sale under an execution, was 
granted by the Wisconsin commission 
upon a holding that the codperative was 
a public utility and would continue to af- 
ford to the public substantially the same 
telephone utility service as‘had formerly 
been furnished. Such approval, it was 
said, would not be given if the under- 
taking were limited to the furnishing of 
service otherwise than to or for the pub- 
lic. 

By an amendment of § 196.01, Stat- 
utes, it is provided that certain codpera- 
tives which confine their operations with- 
in certain limitations shall not be public 
utilities or subject to the provisions of 
the Public Utility Law of the state. The 
commission ruled that this codperative 


was not exempted from the public utility 
status. The commission said: 


Only those codperatives engaged in 
“furnishing heat, light, power, or water” 
were by this amendment specifically excluded 
from the definition of the term “public util- 
ity.” It follows that codperatives furnishing 
telephone service were intended to be includ- 
ed in the statutory definition of that term. 

Moreover, the codperatives thus specifi- 
cally mentioned were, by the terms thereof, 
not excluded from being within the definition 
unless they were engaged in furnishing serv- 
ice to their members only. We think the 
language of the amendment to this effect in- 
dicates a clear intention to include within the 
meaning and scope of the term “public util- 
ity” all codperatives which did not then, and 
in the future should not, confine their service 
to their members only but, on the contrary, 
should make the use of their facilities avail- 
able to the public generally for the furnish- 
ing of any public utility service. 


Re Prentice Telephone Codperative, Inc. 
(2-U-1892). 


& 


State Jurisdiction over Transportation to 


Military Camp Limited 


. MERCE between points in the state 
of Tennessee and Camp Tyson, 
which is a military reservation of the 
United States, is in the nature of inter- 
state commerce, or at least is “the equiva- 
lent of commerce between the states,” ac- 
cording to a decision of the Tennessee 
commission. A contract hauler’s permit 
was granted for the carriage of hydro- 


gen gas in cylinders and empty hydrogen 
gas cylinders belonging to the United 
States government over the highways of 
the state between various points and the 
camp. 

The commission pointed out that it has 
broad regulatory powers and may estab- 
lish rates and require the filing of specif- 
ic contracts if carriage is intrastate. On 
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the other hand, the commission exercises 
only the police power if the haul is in- 
terstate. 

The state, although lacking regu- 
latory power over commerce between 
the state and points within military 
reservations ceded by the state to the 
United States, has the right which has 
been preserved to it under the Con- 
stitution of the United States to exercise 
police power over the use of its high- 
ways, even though such use may be inter- 
state use. It may require any contract 
hauler engaged in rendering a service 
from points in Tennessee to points with- 
in a United States reservation at a camp 
to apply for and obtain a permit. This 
does not mean, said the commission, that 
it has power to prescribe minimum or 
maximum rates for such operations. 
Fixing of rates was said to be a regu- 
latory act rather than an exercise of 
police power. 

It was further ruled that the commis- 
sion has no power to require such an 
operator to file a contract for contract 


hauling in the manner that this require- 
ment has ordinarily been exercised under 
the provisions of the Motor Vehicle 
Regulatory Act. The power to require a 
specific type of contract is a regulatory 
function and not within the police power, 
At the same time the commission does 
have authority to require the filing of 
such records and contracts as would be 
needed to give the state information re- 
quired in the exercise of the police power 
over the operation. Commenting on the 
restricted powers of a state with respect 
to business of the United States, the 
commission added: 

Except under the police powers the state 
has no power to regulate business conducted 
by the United States. In other words, it can- 
not require the government of the United 
States to pay rates which the government of 
the United States prefers not to pay. Nor 
can it force the United States government 
to limit the parties with whom it seeks to do 
business to those parties which are approved 
by the state. 


Re Motor Transport Co. (Docket No. 
MC-2270). 


e 


Stopping Operation Not a Bar to Transfer of 
Operating Rights 


oo seeking the revocation 
of a contract carrier permit on the 
ground of nonoperation was dismissed by 
the Louisiana commission and authority 
to transfer the permit was granted where 
it appeared that the holder of the permit 
had entered into a contract for the sale 
of his physical equipment and the trans- 
fer of his permit subject to commission 
approval. The commission was convinced 
that there was no deliberate or negligent 
abandonment of operations under the 
permit and that cessation of service was 
due to the sale of the physical equipment 
to the other company and to the inten- 
tion on the part of the permit holder to 
sell the entire enterprise. The commis- 
sion declared: 

While it is not the policy of the commis- 
sion to allow the continued existence of in- 
active permits or certificates, the commission 
holds, and has consistently held, that a lapse 
of operation does not automatically cancel 
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or render invalid such operating authority, 
but that on the contrary a motor carrier cer- 
tificate or permit remains in full force and 
effect until it is formally canceled by the 
commission for cause. Even if the commis- 
sion did not itself appreciate the obvious 
soundness of this view, Act No. 301 of 1938, 
the governing statute, prescribes in § 7(a) 
the manner in which a certificate or permit 
may be rescinded ‘ ‘after notice and hearing,” 
and nowhere in that act is there any provi- 
sion, expressed or implied, under which an 
operating authority of that kind may auto- 
matically lapse or become invalid without 
specific action by the commission. This, then, 
disposes of the contentions made by Gibbon 
and Younger Brothers that the permit was 
not properly subject to transfer; and the 
facts as above recited also indicate clearly 
that the application for the transfer of the 
permit was not an attempt on the part of the 
transport company, as alleged in the argu- 
ment, “to come in at the back door” after its 
common carrier application had been denied, 
but was, on the contrary, an alternative 
course contemplated from the inception of 
the matter and concerning which the com- 
mission had been fully informed. 
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Normally in the case of an application 
for the transfer of a certificate or permit, 
said the commission, the issue is whether 
the proposed transferee is fit, able, and 
willing to render the public transporta- 
tion service and to comply with the law 


e 


and the commission’s regulations. The 
existence of the permit or certificate pre- 
supposes a finding that the public con- 
venience and necessity require the oper- 
ation. Gibbon et al. v. Joseph (Nos. 3763, 
3766). 


Operating Authority Revoked for Failure to Serve 


CERTIFICATE of convenience and 
A necessity authorizing common car- 
rier operation by a motor vehicle was re- 
voked by the Louisiana commission for 
failure to serve, and an application for 
approval of the transfer of the certificate 
denied. On the question of transfer the 
commission said that while ordinarily 
the question of public convenience and 
necessity does not arise and the commis- 
sion concerns itself solely with the re- 
sponsibility and ability of the proposed 
transferee, certain transfers, of which 
the present case was an example, would 
result in combinations or mergers which 


create additional one-line hauls between 
points which are heavy shippers and re- 
ceivers of freight, to the detriment of 
carriers already serving those points. 

Service had been discontinued for sev- 
eral months and there was no indication 
of any probability of resumption of oper- 
ation by the present holder of the cer- 
tificate. 

Furthermore, no proper disposition 
on the part of the holder to operate, 
in the manner contemplated by the com- 
mission had been shown. Louisiana Pub- 
lic Service Commission v. Fuller (Nos. 


3787, 3813). 


e 


War Conditions Halt Investigation of 
Motor Carrier Operations 


COMPLAINT against violations of law 

by a motor carrier transporting 
freight shipments from and to points of 
and outside of the territory described in 
the permit was dismissed by the Colo- 
rado commission with a warning that 
operations must be confined to those au- 
thorized by the permit. One of the vio- 
lations charged was that the respondent’s 
operations under private permit had 
been, in effect, those of a common 
carrier, 


The commission referred to the fact 
that it had previously considered the 
question of revision of its rules and regu- 
lations governing private carriers, and 
several hearings in connection therewith 
had been held. Owing to the outbreak of 
the war and the resultant demands on all 
classes of transportation service, the 
commission had deemed it unwise to 
complete its investigation of the private 
carrier rules and regulations at the time. 
Re Hardenburgh (Decision No. 20644, 
Case No. 4880). 


e 


Other Important Rulings 


I an action for negligence against a 
power company the supreme court of 
South Carolina held that reasonable rules 
and regulations, when properly filed and 
published, had the effect of law and must 
be observed by power companies ; but in 
upholding a directed verdict for the com- 
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pany the court held that a rule requiring 
a crossing span to be as short as practi- 
cable did not mean that the span must be 
as short as possible, since the shortest 
possible line across a highway would be 
at right angles to it. Woody v. South 
Carolina Power Co. 24 SE(2d) 121. 
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Not only revenues and expenses, but 
also distance to adjacent stations where 
full agency service is available, should be 
considered in passing upon an applica- 
tion for authority to abandon a station 
agency, according to a ruling in Missouri. 
Re Thompson (Case No. 10261). 


One employed 75 per cent of the time 
as a distributor-operator and 25 per cent 
of the time as a truck driver has duties 
affecting the safety of operation, within 
the meaning of the Motor Carrier Act, 
so as to come within the provisions of the 
Fair Labor Standards Act excepting em- 
ployees for whom the Interstate Com- 
merce Commission has power to estab- 
lish qualifications and maximum hours of 
service. Richardson v. James Gibbons 


Co. 132 F(2d) 627. 


An injunction to restrain a Louisiana 
city from shutting off water to an in- 
dustrial alcohol plant engaged in war 
service was sustained where small mini- 
mum bills were rendered for several 
months while meters were not working 
properly and the municipality later billed 
at large amounts alleged to be arbitrary. 
Coult et ux. v. Mayor and Board of AlI- 
dermen of Gretna, 11 S(2d) 424. 


The Missouri commission, in dismiss- 
ing a complaint against electric rates, 
where the amount available for depreci- 
ation and return would be not more than 
9 per cent, declared that comparisons are 
not controlling in the fixing of rates for 
electric service, although they are inter- 
esting and aid sometimes in the study of 
rate structures generally. Consumers v. 
Westhoff Light & Power Co. (Case No. 
10177). 


The District of Columbia commission, 
over the objection of Commissioner 
Hankin, reopened proceedings relating 
to group riding in taxicabs in order to 
permit intervention by the Administra- 
tor of the Office of Price Administra- 
tion because of the view of OPA that 
rates tentatively proposed for such oper- 


ations would constitute a general increase 
in rates within the meaning of the Fed- 
eral Price Control Act. Re Taxicab 
Group-Riding Service and Rates (For- 
mal Case No. 331, Order No. 2551). 


Discontinuance of passenger trains on 
branch lines and substitution of mixed 
train service in connection with existing 
freight service should, according to a 
Utah court decision, be authorized where 
the railroad has lost considerable sums 
in operating such trains and the evidence 
shows that the public does not use the 
service to any extent and that the com- 
munities involved have other and more 
convenient transportation facilities. Un- 
ion PR Co. v. Public Service Commis- 
sion, 132 P(2d) 128. 


The Pennsylvania commission as- 
serted jurisdiction to require a railroad 
to improve the roadbed, tracks, and fa- 
cilities on an industrial siding privately 
owned and used and located on a private 
right of way. Re Department of High- 
ways (Application Docket No. 61441). 


The appellate court of Illinois, in hold- 
ing that a railroad company could not 
lease a portion of its right of way fora 
retail drive-in filling station in view of 
easement limitations, found no merit in 
a contention that approval of the lease 
by the commerce commission was 4a 
decision that the lease was for a proper 
railroad purpose. An administrative 
agency of this sort, said the court, is not 
a judicial body and has no jurisdiction 
to adjudicate controverted individual 
property or contract rights. Mitchell v. 
Illinois Central Railroad Co. et al. 47 
NE(2d) 115. 


The test of bona fide operation under 
the “grandfather” clause of the Motor 
Carrier Act means substantial, rather 
than incidental, sporadic, or infrequent 
service. National Moving & Warehouse 
Corp. v. Interstate Commerce Commis- 
sion, 48 F Supp 284. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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ALABAMA POWER CO. v. FEDERAL POWER COMMISSION 


UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Alabama Power Company 


Federal Power Commission 


[No. 10227.] 
(— Ftd) 3 


Appeal and review, § 28.7 — Conclusiveness of findings — Cost determination — 
Federal Power Commission. 


1. Findings of the Federal Power Commission as to the facts in a deter- 
mination of the cost of a licensed power project are conclusive if supported 
by substantial evidence, p. 260. 


Valuation, § 265 — Power project cost — Payment by assignee of license — Cost 
to original licensee. 


' 2. The price paid by the original licensee for a dam site and other land 
interests, as well as the construction costs expended by it, goes into the 
original cost account, but the price paid to such licensee by an assignee of 
the license is immaterial, since the assignment of the license operates to 
place the assignee in the shoes of the original licensee to complete the proj- 
ect under the license in accordance with its terms, p. 261. 


Valuation, § 274 — Cost of power site — Option price — Stock payment. 


3. An allowance for the cost of a power site acquired by a licensee for a 
power project is supported by substantial evidence when it appears that 
persons having an option to purchase, at the allowed figure, all the stock of 
a corporation owning the land, and nothing else, sold control and owner- 
ship of that corporation and another corporation “and the properties which 
they carry” to the licensee in exchange for its entire common stock issue, 
which licensee apparently issued bonds to take up the option and at a 
exten- later date acquired legal title for a recited consideration of $100 and other 
valuable considerations, p. 261. 


meter 
ntract, 


); pur- 


yond Valuation, § 274 — Dam site — Substitute value — Power production cost. 

t rent- 4. Rejection of an expert opinion as to the value of a dam site acquired by 
— a licensee, resting mainly upon a comparison of the cost of producing 
Lym 


= 257: power at this site, if developed, with the cost of producing the same amount 
.’stock of power by steam, making due allowance for differences in plant invest- 


» value ments and capitalizing the saving was not error, p. 261. 
nstruc- 


Valuation, § 168 — Discounts — Contract settlement — Cost of power project. 
5. Only the cost of acquiring a power development to be overflowed by 
construction of a dam by a licensee can be allowed as part of the power 
project cost, and neither discounts given under a power contract with the 
seller nor amounts paid to secure a release from such contract constitute 
such original cost, in the absence of evidence showing what amount of the 
price of the land, if any, is represented in the power contract, p. 262. 
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Valuation, § 221 — Power project cost — Excess land purchase — Avoidance of 
condemnation. 
6. Neither the cost of excess land, acquired by a licensee with other lands 
needed for a power project in order to avoid the expense of condemnation 
of the other land, nor the loss on its resale is a legitimate actual cost of the 
power project, p. 263. 
Valuation, § 169 -— Power project cost — Payment to county — Avoidance of 
bridge maintenance. 
7. A payment by a licensee to a county for future maintenance of an ex- 
pensive bridge, to be substituted for a short bridge over a creek because of 
the raising of the water level by a power project, is not an “expense of 
maintenance item” to be distributed over the period of the license, but is 
part of the cost of acquiring flood rights allowable as part of the cost of 
the project, p. 263. 


Valuation, § 150 — Taxes during construction — Construction period — Power 
project. 
8. Taxes are fairly a cost of a power project under construction only 
from the date that property included in the project is definitely committed 
to it and cannot be otherwise used, and no allowance should be made 
for earlier tax payments in a period when the licensee owned and held 
the land, p. 264. 


Valuation, § 139 — Interest during construction — Construction period — Power 
project. 

9. The period from the date actual construction of a power project began 
to the maximum date permitted by the license was properly used as the 
basis for allowing interest during construction where the licensee had 
failed to apply for an extension of the construction period and substantial 
amounts of power were in fact generated before the maximum date per- 
mitted, though all units were not in operation and clean-up work was not 
completed until a later date, p. 264. 


Valuation, § 139 — Interest during construction — Rate — Legal rate not con- 
trolling, 
10. A reasonable charge for interest during construction of a licensed pow- 
er project is not necessarily the legal rate of interest in the state where 
the project is located, p. 265. 


Valuation, § 140 — Interest during construction — Reasonable rate. 
11. An allowance of 6 per cent for interest during construction of a li- 
censed power project was approved, p. 265. 


Valuation, § 133 — Power project cost — Construction fee — Affiliated com- 
panies. 
12. A percentage of cost paid under a general contract with an affiliated 
construction company is to be regarded as an intercorporate profit and not 
a cost of construction of a licensed power project, p. 265. 


Valuation, § 134 — Overheads of construction company — Engineering studies — 
System expenses. 

13. Engineering expenses of a construction company for studies of the 

general plan and costs of a power system, although they may be a proper 

capital item for the system as a whole, are no part of the construction 

cost of a particular licensed power project, since under the definition of 
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“project” in the Federal Power Act, § 3(11), 16 USCA § 796(11), the 
project stops at the point of junction of its transmission line with the 
general distribution system, p. 266. 


Valuation, § 134 — Overheads of construction company — Engineers’ traveling 
expenses. 


14. Traveling expenses of engineers of a construction company are prop- 
erly proratable overheads to be allocated to a licensed power project, al- 
though itemized vouchers charged as general overheads do not identify 
particular projects served and many years later it is impossible for the 
engineers to remember the purposes of each trip, p. 266. 


Valuation, § 129 — Overheads of construction company — Office expense. 


15. Expenses of offices maintained by a construction company in other 
states are properly eliminated from the cost of a licensed power project 
when the main office is located in the state and it does not appear how 
the branch offices were of any service to the project, p. 266. 


Valuation, § 153 — Overheads of construction company — Legislative expense. 


16. The expense of maintaining membership in an association keeping 
watch on legislation is not a cost of construction of a licensed power proj- 
ect even if it is not for an unlawful lobby, p. 266. 


Valuation, § 153 — Overheads of construction company — Service emblems for 
employees. 


17. The cost of service emblems for employees of a construction company 


is rightly rejected as a construction cost of a licensed power project, 
p. 266. 


Valuation, § 168 — Power project cost — Bonuses to employees. 


18. Bonuses regularly paid to employees in general at the end of the year 
are, though voluntary, in aim and effect additional wages and ought to be 
allowed as such in determining the cost of a licensed power project, al- 
though a payment to an architect in the nature of a Christmas gift should 
be excluded, p. 266. 


Valuation, § 168 — Power project cost — Extra pay to key men, 


19. Extra pay, at the end of the construction of a power project paid, 
to certain key men pursuant to an earlier promise by the construction 


manager should be allowed as part of the cost of a licensed power project, 
p. 267. 


Appeal and review, § 28.7 — Conclusiveness of findings — Overhead allowance. 


20. What, if anything, a licensee’s general establishment contributed to 
a power project as a basis for an overhead allowance in determining the 
cost of the project is a question of fact, and the court will not disturb the 
Commission’s decision of it, p. 267. 


Valuation, § 147 — Power project cost — Equipment rental — Affiliated com- 
panies. 


21. The Commission, in determining the original cost of a power project 
constructed by a construction company under common ownership with 
the licensee, is justified in inquiring into the true cost of using equipment 
of the construction company and making allowance therefor instead of 
allowing the rental charge, p. 267. 
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Accounting, § 48 — Items disallowed as cost — Licensed power project. 
22. Items which the Federal Power Commission has determined are not 
legitimate cost of a licensed power project must be written out of the 
project account and of necessity dealt with in some other account, p. 267, 


Accounting, § 3 — Powers of Federal Commission — Licensed power project 


— Items disallowed. 


23. The Federal Power Commission has power to require a licensee to 
write out of project account amounts disallowed as legitimate cost of 
a licensed project and to have its accounts kept as it prescribes, although 
the accounting orders of the Commission are not conclusive, p, 267. 


[March 11, 1943.] 


EVIEW of orders of Federal Power Commission determining 
R original cost of licensed power project and prescribing ac- 
counting entries; modified and affirmed. For Commission deci- 

sion see (1941) 41 PUR(NS) 449. 


SIBLEY, C. J.: 

[1] Pursuant to § 4(b) of the 
Federal Power Act, as amended, 16 
USCA § 797(b), the Federal Power 
Commission had hearings to deter- 
mine the actual legitimate original 
cost of Alabama Power Company’s 
Martin dam project on the Tallapoosa 
river in Alabama, built under a license 
issued by the Commission on June 6, 
1923, to Alabama Interstate Power 
Company (herein called Interstate) 
and transferred by the Commission’s 
consent to Alabama Power Company 
(hereinafter called Alabama) on June 
22, 1923. Alabama claimed a cost of 
about seventeen and a half million dol- 
lars. The Commission fixed the cost 
as of December 31, 1929, at $15,209,- 
611. Of the difference of some two 
and a quarter million dollars a portion 
was ordered transferred to other cap- 
ital investment accounts, but a large 
portion was ordered charged out of the 
surplus account, but later permitted to 
be charged out of a capital surplus re- 
serve account. We are called upon to 
review these orders under § 313(b) of 


the Federal Power Act, 16 USCA 
§ 825/(b). Numerous items of ex- 
penditure are asserted to have been im- 
properly reduced or totally excluded 
from the cost of the project, and the 
requirement that any be wholly charged 
out of the assets of the company is as- 
serted to be unlawful. Under the last- 
cited section of the act, the findings of 
the Commission as to the facts, if sup- 
ported by substantial evidence, are 
conclusive. The controversy is not 
over mere matters of bookkeeping, for 
the rights of Alabama may be affect- 
ed in the future by the accounts estab- 
lished if Federal rate regulation, the 
expropriation of excess profits, or the 
taking over of the project by the Unit- 
ed States shall occur under the provi- 
sions of the license and the Federal 
Power Act. 

As an aid to the Commission in its 
determination, § 4(b) requires the li- 
censee to file a statement “showing the 
actual legitimate original cost of con- 
struction of such project . . . and 
of the price paid for water rights, 
rights of way, lands, or interests i 
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lands.” Section 14, 16 USCA § 807 
again refers to the value of lands as 
“not in excess of the actual reasonable 
cost thereof at the time of acquisition 
by the licensee.” We take up first the 
exceptions relating to “price paid” for 
lands and interests in land, to wit: the 
site of the dam; settlement with Rus- 
sell of his power contract; Chapman 
homestead; and Kowaliga highway 
rights. 


Cost of Dam Site 


[2-4] The dam site was acquired 
by Alabama from Interstate in con- 
nection with the assignment of the lat- 
ter’s license, the two companies hav- 
ing originally been strangers. What 
Alabama Power Company paid Inter- 
state is not the point, for the project 
had already been undertaken by In- 
terstate and defined by the license to 
Interstate. Interstate was the li- 
censee. The assignment of the li- 
cense to Alabama Power Company 
operated to place Alabama in the 
shoes of Interstate, to complete the 
project under the license in accordance 
with its terms. The price that Inter- 
state had paid for the dam site and 
other land interests, as well as the 
construction costs expended by it, go 
into the original cost account, but the 
price Alabama may have paid Inter- 
state for them is immaterial, as the 
Commission rightly held. 

Interstate was on February 8, 1907, 
a corporation organized in Maine, 
with little more than qualifying shares 
of its authorized $1,000,000 common 
stock subscribed, and owning nothing. 
Washburn and Baker owned the stock 
of Muscle Shoals Hydroelectric Pow- 
er Company, and an option to pur- 
chase for $150,000 the entire capital 


261 


stock (par value $100,000) of Chero- 
kee Power and Development Com- 
pany, which then owned the site of 
Martin dam and apparently nothing 
else. On that date they sold “the en- 
tire control and ownership of both 
the Muscle Shoals and Cherokee Com- 
pany and the properties which they 
carry” to Interstate in exchange for 
its entire common stock, $1,000,000, 
which was on March 19, 1908, issued 
to Washburn and Baker, except three 
shares to three other men to qualify 
them to act as officers. It does not 
clearly appear just how or by whom 
the $150,000 due under the option for 
the Cherokee stock was paid, but it 
would seem that Interstate paid it by 
issuing its bonds a few days later; 
because $147,000 of the issue is stat- 
ed to be a balance of purchase due 
three named persons for their stock 
in Cherokee and for moneys advanced 
by them to Cherokee, and $14,700 a 
balance due Washburn and Baker for 
another person’s Cherokee _ stock. 
How this aggregate of $161,700 is to 
be reconciled with the $150,000 due 
under the option is not explained, but 
we presume the bonds were not ac- 
cepted at par. The Commission’s 
conclusion that Interstate invested 
only $150,000 of present value in the 
stock of Cherokee Company is sup- 
ported by evidence. Cherokee Com- 
pany (under a new name of Birming- 
ham, Montgomery, and Gulf Power 
Company) continued to hold legal 
title to the dam site until January 11, 
1912, when it made a conveyance to 
Interstate, for a recited consideration 
of $100 and other valuable considera- 
tions. We understand that there was 
no consideration, beyond the $100, ex- 
cept that Interstate already owned the 
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Cherokee Company. If Alabama’s 
view be taken that Interstate never 
purchased this land until it got this 
deed, then the purchase price would 
be only $100. The Commission’s 
view is more reasonable that the sub- 
stance of the matter ought to be re- 
garded, and the price paid for the 
capital stock of Cherokee Company 
ought to measure the value of the site, 
for that gave the virtual ownership 
which was merely perfected by the 
deed. Accordingly $150,000 was 
fixed as the actual original cost to 
Interstate of the dam site. 

Alabama complains that the board 
did not accept as controlling the opin- 
ion value of $1,500,000 placed upon 
the dam site by its expert witness. 
This valuation rested mainly upon a 
comparison of the cost of producing 
power at this dam site, if developed, 
with the cost of producing the same 
amount of power by steam, making 
due allowance for differences in plant 
investments, and capitalizing the sav- 
ing on a conservative basis to arrive 
at what a purchaser could afford to 
pay for the dam site. The Commis- 
sion recognized that there was no 
technical market value for this prop- 
erty, and admitted this opinion in evi- 
dence and considered it, but did not 
regard it as a good criterion of value. 
It thought a better light was to be had 
from the price paid in 1908 for the 
Cherokee stock, which carried virtual 
ownership of the property and got its 
value wholly from the property. This 
is a permissible weighing of evidence 
in a fact finding of value. The price 
for this land having been paid in In- 
terstate stocks, or bonds, for which 
no certain market value appears, un- 
less in the value of what they bought, 


and what they bought having its price 
fixed at $150,000 in money, it seems 
to us that the allowance of $150,000 
as the cost of this land is supported 
by substantial evidence. If there were 
debts of the Cherokee Company in- 
volved which ought to be considered 
as deducted from the value of the 
Cherokee’s property in pricing its 
stock, the amount and validity of them 
was not shown. 


Russell’s Power Contract 


[5] The Russell settlement grew 
out of the necessity to acquire a pow- 
er development undertaken by Russell 
above the Martin dam, which would 
be overflowed if Martin dam were 
made as high as desired. Interstate 
in February, 1912, bought Russell out 
for a consideration of about $92,000 
cash, and a contract that Interstate 
would for a period of twenty years 
furnish him and his factory power at 
agreed rates, on a somewhat compli- 
cated basis, and giving him the exclu- 
sive right to distribute power to Alex- 
ander City, the rates to be adjusted to 
any cheaper rates Interstate might 
make to any adjoining community. In 
August, 1914, a new contract was sub- 
stituted, to run nineteen years and 
six months, for power on a simpler 
scale of prices, said to be Interstate’s 
then standard rates, and with a 25 
per cent discount. Another modifica- 
tion was made in 1917. In 1921 the 
remaining term of the contract was 
canceled for $53,342. The Commis- 
sion allowed as part of the price paid, 
or reasonable cost, for the Russell 
lands the $92,000 paid in 1912, but 
refused to add to this the $53,342 paid 
in 1921 to settle the power contract, 
or the discounts on power bills be- 
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tween those dates. The discounts 
were not paid for land, but in pur- 
suance of the terms of the power con- 
tract. The $53,342 was not paid for 
land, but to get rid of the power con- 
tract. The original power contract 
did enter into the agreement by which 
the land was acquired, but no proof 
was made of what sum, if any, it then 
represented in the price of the land. 
Russell was preparing to make power 
for his factory and for Alexander 
City. He would naturally wish, if he 
sold his power plant, to secure power 
as cheaply as he could have made it. 
On the other hand Interstate was 
about to go into the power business 
and would wish to secure a large cus- 
tomer for a long period, and might 
make a very cheap rate, close to cost. 
There was then no established power 
rate in that territory. They simply 
agreed on one. The evidence thus 
does not show what amount of the 
price of the land, if any, is represented 
in that contract. Only the “cost at 
the time of acquisition by the li- 
censee”’ can be allowed. Losses in the 
performance of the contract after- 
wards, or in securing release from it, 
do not constitute such original cost. 


Chapman Homestead 


[6] The Chapman homestead, five 
acres, was bought by Alabama Pow- 
er Company in 1925 in connection 
with a detached 401l-acre farm which 
was to be flooded. The five acres 
were not in the flood area, nor in the 
fnal map of the project. Chapman 
refused to sell one tract without the 
other, and demanded $5,000 for the 
five acres. Alabama Power Com- 
pany bought both, and later sold the 
five acres, which it did not need at all, 
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for $50. The loss on the five acres 
is sought to be added to the price of 
the 401 acres, but the claim was re- 
jected by the Commission. We think 
rightly so. The 5-acre tract was not 
necessary to the project and was 
never used in it. The 40l-acre farm 


could have been separately condemned 
under § 21 of the act, 16 USCA § 814. 
Buying the five acres probably saved 
the expense of condemnation, but 
neither the cost of the five acres nor 
the loss on its resale are legitimate 
actual cost of the project. 


Kowaliga Highway 

[7] Kowaliga creek, a tributary 
of Tallapoosa river above Martin 
dam, was crossed by a highway on a 
short bridge. The dam would raise 
the water level about 100 feet, and 
cause the need of an expensive bridge 
over 3,000 feet long. Section 3629 of 
the Code of Alabama of 1907 gave 
a right to acquire by condemnation 
“the right to flood public roads by 
paying to the court of county com- 
missioners or board of revenue of 
counties in which public roads are, 
the cost of locating, laying out, and 
opening other roads in lieu of and to 
the same extent as the public roads 
flooded.” In lieu of a condemnation, 
and reconstruction of this part of the 
road by the county commissioners, 
Alabama offered to construct it, but 
the commissioners claimed that the 
bridge would cost on an average 
$3,500 per year to maintain, and they 
would agree on no settlement unless 
Alabama agreed to maintain the 
bridge. Alabama offered to pay $70,- 
000 additional to cover this claim, and 
that offer was accepted and the money 
was paid. The Power Commission 
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allowed the cost of road and bridge 
building, but disallowed the $70,000 
as being properly an “expense of 
maintenance item,” to be distributed 
as such over the period of the license. 
We think this is not a legal disposi- 
tion of this item. The bridge when 
built, whether by or for the county, 
was a county bridge. The legal duty 
of maintaining it was on the county, 
and Alabama refused to make any 
contract to maintain it. It has not 
and never had any duty to maintain it. 
It was seeking to acquire the right 
to flood that road, and all it paid was, 
from Alabama’s standpoint, the price 
of that right. It does not alter the 
case that from the county commission- 
ers’ standpoint the $70,000 was to be 
used by them for maintenance. We 
are of opinion that the item is a part 
of the original cost of the project. 


Taxes and Interest 


[8] Turning to construction costs, 
those expended by Interstate (except 
taxes prior to July 1, 1922) were al- 


lowed and are not in dispute. Prop- 
erty taxes during construction, and 
for a year preceding commencement 
of work, were allowed as part of the 
cost of the project, pursuant to the 
system of accounting of the Commis- 
sion put out in 1922. It is contended 
that taxes for the time before that, 
during which Interstate owned and 
was holding the lands, ought to be 
added. Taxes are the annual com- 
pensation paid to government for an- 
nual protection and for the current 
support of government, and are gen- 
erally an expense and not an invest- 
ment. Only from the date that prop- 
erty included in a project is definitely 
committed to it and cannot be other- 
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wise used, are taxes fairly a cost of 
the project under construction. They 
are certainly not a part of the original 
price paid for the land. No principle 
of law requires a more generous al- 
lowance of taxes than was made. 
[9] Most of the construction was 
done by Alabama, or by Dixie Con- 
struction Company for it, after the 
assignment of the license. Construc- 
tion was not entirely complete until 
December 31, 1926, although the time 
allowed by the license expired Septem- 
ber 1, 1926, and was not extended by 
the Commission. Section 13 of the 
act, 16 USCA § 806, requires due 
diligence in the prosecution of the 
construction and completion within 
the time fixed in the license, and pro- 
vides for an extension of the time by 
the Commission ; but the only remedy 
it provides for failure, if construction 
has begun, is subjection to a proceed- 
ing in equity for revocation of the li- 
cense and sale of the work. This 
remedy was not invoked. Delay in 
completion thus condoned will not re- 
sult in elimination of any actual in- 
vestment in the work because of tardi- 
ness. But unexcused delay may cause 
interest or tax allowance during it to 
cease to be a legitimate cost. The 
Commission found that notwithstand- 
ing loss of time from floods and be- 
cause of raising the height of the dam, 
due diligence, as well as the time limit 
in the license, required completion of 
the work by Sept. 1, 1926, and that 
substantial amounts of power were in 
fact generated beginning August 29th, 
though all units were not in operation 
and clean-up work was not completed 
till December 31st. Interest on the 
amount invested as a part of construc- 
tion cost was stopped September Ist, 
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instead of on December 31st. We 
cannot say this is unlawful. Interest, 
like taxes, is ordinarily an expense 
rather than an investment. The al- 
lowance of it as a cost of construction 
has limits, and involves a discretion 
which we do not think has been un- 
lawfully used. 

[10, 11] The rate of interest al- 
lowed was 6 per cent instead of 8 per 
cent which was in 1924 and 1925 the 
legal rate in Alabama. Alabama 
Power Company borrowed no money 
for this project, so interest paid does 
not enter as a cost item. The Com- 
mission’s system of accounts provides 
in such a case that “reasonable 
charges for interest” may be allowed. 
This does not necessarily mean the 
legal rate in a state. Under the facts 
proven we cannot say that the 6 per 
cent allowed was not ° reasonable. 


While Alabama presented testimony 
that for the years in question it was 
paying more, its general auditor testi- 
fied that its rate on preferred stocks 
and bonds during the period from 


1920 to 1929 was 6.1 per cent. This 
is substantially the rate fixed by the 
Commission. Alabama and_ the 
county commissioners figured on 5 
per cent in dealing about the main- 
tenance of Kowaliga Bridge. 


Dixie’s Construction Fee 


[12] Alabama constructed this 
and many other projects under a gen- 
eral contract with Dixie Construction 
Company to pay cost plus 3 per cent. 
The Commission disallowed the 3 per 
cent as not being legitimate cost be- 
cause of the close affiliation of the 
two companies. The two had separate 
offices, officers, and employees, but 
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Alabama owned all the stock of Dixie 
until January 1, 1922. The entire 
stock was transferred then to Winona 
Coal Company, which was wholly 
owned by the holding company that 
owned Alabama. In 1924 Southeast- 
ern Power and Light Company ac- 
quired them all. For the period from 
August, 1921, to August, 1923, Dixie 
was held to be the construction depart- 
ment of Alabama, as respected an- 
other project, and that the 3 per cent 
fee was to be regarded as an inter- 
corporate profit and not a cost of con- 
struction. Alabama Power Co. v. 
McNinch (1937) 68 App DC 132, 21 
PUR(NS) 225, 94 F(2d) 601. We 
think the same is true in this case. 
The purpose of the determination of 
original legitimate cost is to protect 
the public against exaggerated claims 
by licensee utility companies of their 
investments in respect of which they 
are entitled to a return. Holding 
companies have much confused the 
matter. This is a situation in which 
the corporate fiction may be carefully 
scanned and separate corporate en- 
tities ignored when they are used to 
evade the law. So long as Alabama 
owned Dixie, there was no strain in 
holding it a mere department of Ala- 
bama. The matter is not much 
changed by the shift of stock owner- 
ship so that the same corporation 
owns them both. Legitimate costs 
cannot in either case be swelled beyond 
what they would have been if the con- 
struction had been done by the ulti- 
mate owner of the project. Legiti- 
mate cost includes everything spent 
that would have been rightly spent if 
there had been but one corporation, 
but not profits charged by one wholly 
owned corporation against another. 
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See authorities cited in the McNinch 
Case, supra, 94 F(2d) at p. 618. 


Dizxte’s Overhead 


The general overhead expenses of 
Dixie, not chargeable to any particu- 
lar project it was constructing at the 
time, were prorated among them all 
by the Commission and the prorata 
part for this project allowed. Cer- 
tain items were excluded from the 
proration, to which exception is taken. 

[13] 1. Engineering expenses for 
studies of the general plan and costs 
of Alabama’s power system were ex- 
cluded, and directed charged to operat- 
ing expense of Alabama. These 
looked to the long range development 
of the whole power system, and seem 
to us, if of permanent value to the 
system, to be a proper capital item for 
the system as a whole; but they are 
no part of the construction cost of 
this particular project. According to 
the definition of “project” in the 
Power Act, § 3(11), 16 USCA 796 
(11), the project stops at the point of 
junction of its transmission line with 
the general distribution system. We 
uphold the exclusion of this item 
from the cost of this project, but 
make no judgment as to its proper in- 
clusion in any system account. 

[14] 2. Traveling expenses of 
Dixie’s general engineer Thurlow and 
an assistant James were allocated to 
this project when identified as inci- 
dental to a trip for it, but because the 
witnesses could not remember just 
what other trips were for, the expense 
for them was wholly disallowed. The 
salaries of these men were prorated 
as overhead, because they were work- 
ing on many projects at once. It ap- 
pears that their trips often concerned 
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several projects at the same time; 
often a trip was a circuit of several 
places. All concerned construction 
work. Itemized vouchers were made 
at the time, and charged as general 
overhead, but with no effort to iden- 
tify particular projects served. There 
is no doubt the money was all spent 
for construction in the line of duty of 
these men. It was of course impos- 
sible for them to remember sixteen 
years later the purposes of each trip. 
We think the expenses, like the 
salaries, are properly proratable over- 
head, and the difference attempted to 
be drawn is arbitrary. The expenses 
ought to be prorated like the salaries. 
[15] 3. Expenses of offices main- 
tained by Dixie in New York, Dela- 
ware, Georgia, and South Carolina 
were excluded from overhead, this 
project being served by the Birming- 
ham, Alabama, office which we under- 
stand was the main office. It does 
not appear how the branch offices were 
of any service to this project. The 
Commission was justified in refusing 
to consider the cost of their mainte- 
nance to be a cost of this project. 
[16] 4. The expense of maintain- 
ing membership in an association 
which kept a watch on legislation is 
not a cost of construction in any sense. 
Even if it was not for an unlawful 
lobby, it was certainly not includable 
in this cost account against the public. 
[17] 5. So the cost of service em- 
blems for employees to wear was 
rightly rejected as a construction item. 


Bonuses to Employees 
[18] 


We are of opinion that 
bonuses regularly paid to employees 
in general at the end of the year are, 
though voluntary, in aim and effect 


266 





ALABAMA POWER CO. v. FEDERAL POWER COMMISSION 


additional wages, and ought to be al- 
lowed as such. These were not 
bonuses paid to the officials, such as 
sometimes are paid to reduce apparent 
profits for income tax reasons, nor 
were they windfall gratuities, but were 
paid each year for seven or eight years, 
and were expected by the workers. 
Such a bonus policy is often con- 
sidered good business as tending to 
satisfy employees with their wages, 
and as an incentive to greater effort. 
For tax purposes they are earned in- 
come of, and not gifts to the em- 
ployees. Bass v. Hawley (1932) 62 
F(2d) 721. These were paid for 
labor, and not from philanthropy, and 
ought to be included with the wages 
they supplemented, as construction 
costs. We except from this ruling a 
payment of $90 to Sigmund Nessel- 
roth, an architect, which seems to have 
been a mere Christmas gift. 

[19] The extra pay at the end of 
the job paid to certain key men is testi- 
fed without contradiction to have 
been promised them by the construc- 
tion manager two years before the 
construction ended. This pay was not 
voluntary, but paid under promise, 
and was wages and not bonus. It 
ought to be allowed. 


Alabama’s Overhead 


[20] The Commission allowed a 
portion of Alabama’s overhead, but 
not so much as was claimed, nor so 
much as was allowed in the Mitchell 
dam project. It explains that Dixie 
was not so well organized at first and 
its construction work required more 
attention from Alabama’s men than 
later when Martin Dam was built. 
What, if anything, Alabama’s gen- 
eral establishment contributed to this 
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project is a question of fact. We will 
not disturb the Commission’s decision 
of it. 


Equipment Rental 


[21] Dixie charged a rental for 
equipment used on this project, in- 
stead of depreciation, repairs, and 
other expense relating to it. The 
Commission, insisting that the rental 
might include a profit, heard testi- 
mony as to the cost of the equipment, 
its depreciation, salvage value, in- 
surance, interest, and the like, and al- 
lowed a less sum than was claimed as 
rental. Because of the common own- 
ership of Dixie and Alabama, the 
Commission was justified in enquiring 
into the true cost of using the equip- 
ment in this project, and the amount 
it allowed is supported by evidence 
and is sustained. 


Accounting Entries 


[22, 23] The Commission, after 
eliminating many items of expendi- 
ture from the cost of Martin dam 
project, ordered some transferred to 
other project or invested capital ac- 
counts. No contest is made of these. 
Other items of a large aggregate were 
ordered charged out of the surplus 
account. Alabama in a motion for re- 
hearing denied the Commission’s au- 
thority over its general accounts, and 
contended that on a hearing to deter- 
mine original cost of a project only 
the cost of the project could be dealt 
with. The Commission then stayed 
its order as to entries on general ac- 
counts, and ordered that Alabama 
show cause in writing why the entries 
should not be made, and submit such 
accounting treatment of disallowed 
items as Alabama might propose. In 
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response Alabama presented at length 
its contentions that the Commission 
had given no hearing about the gen- 
eral accounts, had no control over 
them, and that its assets could not be 
ordered written out of them because 
not included in the cost of this project ; 
and it proposed that in lieu of the or- 
der to write the items out of surplus, 
they be allowed charged to an ac- 
count of capital surplus created by re- 
ducing the capital stock in a refinanc- 
ing which was under way. On the au- 
thority of Northern States Power Co. 
v. Federal Power Commission (1941) 
118 F(2d) 141, 39 PUR(NS) 23 
(reinforced now by Alabama Power 
Co. v. Federal Power Commission 
[1942] 75 App DC 315, 44 PUR 
(NS) 197, 128 F(2d) 280) the Com- 
mission denied all contentions, but 
permitted the charge-off to be made 


from the capital surplus reserve ac- 
count. 


We have no familiarity with the 
Commission’s system of accounts 
prescribed for licensees, nor with the 
accounts required of public utility 
companies by the state of Alabama. 
We know that the Alabama Code 
gives to the Alabama Public Service 
Commission authority to establish a 
uniform system of accounts. The 
Federal Power Act, § 301(a), 16 
USCA § 825(a), likewise gives the 
Federal Commission broad power to 
prescribe accounts and a system of ac- 
counts for licensees, and to prescribe, 
after notice and opportunity for hear- 
ing in what accounts particular out- 
lays shall be entered. But there is 
a proviso that the public utility is not 
to be relieved from keeping any ac- 
counts or records required by the au- 
thority of any state. The Alabama 
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Company has many power properties 
not licensed by the United States, and 
these and the licensed projects are 
integrated into a great power system. 
It may be that the state scheme of ac- 
counts is not the same as the accounts 
required by the Commission to be 
kept for the purposes of the Federal 
Act. It may be that the Alabama 
Company for the information of its 
stockholders and the commercial pub- 
lic as well as for its own business con- 
venience needs still other accounts and 
records. We think the Commission 
has not authority to order entries up- 
on any of these accounts except those 
which it requires kept for the purposes 
of the Federal Act. But we do not 
understand that it has undertaken to 
do so. The surplus account and capi- 
tal surplus accounts must refer to ac- 
counts which it has authorized and 
supervises. Having determined that 
certain items are not legitimate cost of 
Martin dam project, it follows of 
course that they must be written out 
of that project account, and of neces- 
sity dealt with in some other account. 
The hearing upon their excision from 
the project is almost of necessity one 
to ascertain the true character of the 
items and the proper charges else- 
where. And the suspension of the 
accounting order and the requirement 
to suggest another disposition afford- 
ed a further opportunity to be heard. 
The alternative disposition suggested 
by Alabama was in fact adopted. 
Procedural requirements were met. 
We do not think any property right 
has been taken without due process of 
law by the charge out. There may be, 
as is contended, some investment of 
permanent worth which legitimately 
increases the present value of Ala- 
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bama’s properties used and to be used 
for the public benefit on which a re- 
turn is due in rates, but which is not 
part of the legitimate original cost of 
Martin dam under the license and the 
Federal Act which it embodies. The 
Commission’s accounts do not at all 
affect the state rates. If in the fu- 
ture Federal rates are fixed it will be 
time enough to decide what effect 
the Commission’s accounting orders 
are to have. See §§ 20, 205, 206, 208, 
16 USCA §§ 813, 824(d), (e), and 
(g). We find no provision in the act 
making them conclusive. It is other- 
wise as to the order fixing the legiti- 
mate original cost of a project under 
§ 4(b). The power there exercised 
is to “determine” the cost, and the re- 
sult is to be filed with the Secretary 
of the Treasury. After judicial re- 
view here there is added the force of a 
judicial determination. The “net in- 
vestment” in the project is ascertained 
at any given time from this original 
cost as a basis, under § 3(13), and 
is important both in fixing rates under 
§ 20, and in taking over a project un- 


der § 14. But the mere bookkeeping 
which the Commission may order un- 
der § 301 we think is informational 
We are impressed that with two ex. 
ceptions the items required to be 
charged out are in truth mere expense, 
and not capital items, but there is 
nothing to prevent the Alabama Com- 
pany from treating them as really in 
suspense, and capable of assertion as 
representing an investment (not how- 
ever as a part of the cost of Martin 
dam project) if hereafter it is im- 
portant to do this. We therefore up- 
hold the accounting orders as applied 
to the Commission’s accounts. We 
do not adjudge that all that has been 
ordered charged off is forever lost to 
Alabama. We rule simply that the 
Commission has the power to have its 
accounts kept as it prescribes. 

The Commission is directed to add 
to the cost of Martin dam project the 
items which we have held to be wrong- 
ly excluded, with corresponding 
changes in the accounting entries, and 
with this modification the orders un- 
der review are affirmed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Central Hudson Gas & Electric 


Corporation 


[Case 11069.] 


Payment, § 17 — Meter reading and billing — Budget plan — Average monthly 


bill. 


A so-called budget plan of meter reading and billing, proposed as a war 
measure and improvement over existing methods, whereby meters (except 
for consumers having demand meters) are read at the end of four month 
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periods and interim monthly bills are based on the average monthly charge 
over an annual period, with an option to customers to mark on a card 
the position of meter dials each month as a billing basis, should be dis- 
approved when, by reason of the substitution of a uniform charge for 
slow payment instead of gross and net rates, there will be a substantial 
net increase in revenues (charges being increased to more than one-half 
the customers) without substantial savings in clerical work or material 


savings in gasoline and rubber. 


[February 9, 1943.] 


-_Peiees on motion of Commission as to revision of sched- 
ules to provide new billing arrangement under an extended 
meter reading plan; cancellation of schedules ordered. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Gould & Wilkie (by 
Mason H. Bigelow), New York city, 
Attorneys, for Central Hudson Gas & 
Electric Corporation; George C. Bul- 
lis, Maybrook, Mayor of the village of 
Maybrook, 


BREWSTER, Commissioner: Central 
Hudson Gas & Electric Corporation 
issued, under date of December 26, 
1942, effective January 26, 1943, a 
new gas schedule—P.S.C. No. 7, and 
certain revised leaves to its schedule 
P.S.C. No. 8—Electricity. Both the 
gas and electric revisions are applicable 
to all of the territory of the company. 
The Commission issued an order sus- 
pending these schedules and instituted 
this proceeding. 

The revisions to present schedules 
provide new billing arrangements un- 
der an extended meter reading plan 
whereby meters, except for consumers 
having demand meters, will be read at 
the end of a four months period in all 
of the territory, including cities, larger 
villages, and territory immediately ad- 
jacent thereto, as well as in rural ter- 
ritory and hamlets. The existing 


schedules provide for reading at four 
months intervals in rural territory and 
hamlets and at two months intervals, 
in cities, larger villages, and territory 
immediately adjacent thereto. 

The existing schedules provide for 
estimated bills in the months when 
meters are not read, with the right 
of consumers at their option, to read 
the meter and enter the reading on 
postcards furnished by the company. 

The new schedules provide what the 
company terms a “budget” billing plan 
under which consumers will pay cer- 
tain definite and prescribed amounts in 
the intervening months, which pay- 
ments will be credited to the consum- 
ers’ account and in the fourth month 
the meter will be read and the con- 
sumer billed for the remainder shown 
due. The intention of the plan is to 
render a bill each month which will 
be approximately the average monthly 
charge over an annual period for all 
utility service supplied, thus resulting 
in spreading the payments about equal- 
ly over an annual period and includes 
rendering a combined bill for gas and 
electricity. Customers will continue 
to have the option to mark the position 
of the meter dials each month on a 
card, in which case, a bill based upon 
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the indicated consumption will be ren- 
dered. 

Under the existing plan, which is to 
be superseded, bills are rendered, based 
on estimated consumption for the 
months when meters are not read, and 
the bill for the month when meters are 
read covers the difference in consump- 
tion shown by the reading, it being as- 
sumed that the excess was consumed in 
the month immediately preceding the 
meter reading. 

Under this plan of estimated bills 
for the months when meters are not 
read, the final bill of the period may 
be, in a material proportion of cases, 
considerably out of line with the esti- 
mated bills for the prior months. 

The company states this variation 
causes complaints by consumers and 
necessitates corrections of bills ren- 
dered. The company also contends 
that the proposed billing arrangement 
will obviate the necessity of such cor- 
rections of bills as the entire con- 
sumption recorded by the meter for 
the four months will be computed on 
a monthly pro rata basis and credit 
given on the total bill for the interim 
payments. 

The company proposes to add a uni- 
form charge of 15 cents on each in- 
terim bill and the final bill for failure 
to pay within the prescribed net pay- 
ment period of ten days. It is pro- 
posed to eliminate all gross charges 
from gas rates. Instead of billing 
gross and net charges, the uniform 
charge of 15 cents is provided. The 
company states that consumers rarely 
take gas service only. 

It is proposed to increase the gross 
initial charge of the electric residential 
tates from $1.10 to $1.15 and elim- 
inate gross charges in all follow on 
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blocks. This results in a maximum 
gross increase of 5 cents in the initial 
charge and varying smaller amounts 
beyond that for customers taking elec- 
tric service only, which increases ex- 
tend out to the consumption point 
where the discount on the superseded 
rates exceeds 15 cents. Beyond that 
point, gross rates are reduced because 
of the elimination of gross charges in 
the follow on blocks. 

The gross charges in the initial 
blocks of the electric rates to be super- 
seded are 10 cents higher than the net 
charges. The gross charges in the 
initial blocks of the gas rates to be 
superseded are 5 cents higher than the 
net charges. The uniform charge in 
the proposed schedule of 15 cents for 
failure to pay in the 10-day period 
coincides with the combined discount 
of 15 cents in the residential initial 
charges of a consumer taking both gas 
and electric service under the rates 
proposed to be superseded. 

It is proposed to increase the gross 
initial charge of the block portion of 
the general service electric rate from 
$1.10 to $1.15 and generally reduce 
gross charges in the follow on blocks 
of that portion of the rate. Gross 
charges in the two charge portion of 
that rate are not changed. 

Gross charges in the other large 
use rates in the electric schedule are 
not changed. 

The company proposes to render the 
interim bills on a postcard form with a 
minimum of data. The adjusted bill 
rendered when the meter reading is ob- 
tained will be on the present standard 
bill form and contain the usual data, 
giving complete details. The interim 
postcard bill is to contain a statement 
showing that it is an average bill and 
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that credit will be given for the amount 
paid on the bill rendered for the fourth 
month. The net amount of the con- 
sumer’s average bill will be punched 
on an addressograph plate which will 
simplify the making out of the interim 
bills. Immediately below the name, 
address, and net amount of the bill, the 
discount expiration date will be shown 
and there will be a printed statement 
on the card calling attention to the fact 
that the gross amount which is 15 
cents higher than the amount stamped 
above, will become due if the bill is not 
paid before the date given. 

The form in which this 15-cent 
charge is applied raises a question as 
to whether it complies with the out- 
standing orders of the Commission in 
Case 7406, relating to discounts and 
penalties, and Case 6770, relating to 
the form of bill. The order in Case 


7406 provides that no penalty shall be 
charged. The order in Case 6770 re- 
quires that the location of the office at 
which bills may be paid be shown on 


the bill. The order also requires that 
the gross amount of the bill, amount 
of discount, and/or net amount of the 
bill be shown. The proposed form of 
interim bill does not show the gross 
amount. It shows the net amount due 
and contains a statement that the gross 
amount, which is 15 cents higher, be- 
comes due if the bill is not paid before 
the date shown. There is a question 
whether the form of this charge rep- 
resents a penalty which is prohibited 
by the order in Case 7406. 

It is also proposed to add a rule to 
the electric and gas schedules govern- 
ing the pro-rating of charges. This 
proposed rule provides that the bill 
shall be prorated if the meter reading 
period is more than four days longer 
47 PUR(NS) 


or shorter than the usual monthly in- 
terval. Many other companies have 
similar rules in effect. 


Company Testimony in Support 
of the Proposal 


Mr. Gardner, assistant secretary of 
the company, who is in charge of rate 
matters, testified in support of the pro- 
posed schedules. 

He said that the net rates as stated 
upon a monthly basis remain un- 
changed, but the effect of the applica- 
tion of the net monthly rates under the 
proposed method will differ to a minor 
extent from their effect under the pres- 
ent billing plan. 

Under the present procedure of es- 
timated billings for the interventing 
months, a bill is sent to the customer 
similar in form to bills based on actual 
meter readings. On the bill is set 
forth the last actual or estimated meter 
reading for the previous period billed 
and the estimated reading for the peri- 
od presently billed. The bill is then 
extended to show the gross and net 
charges based on the estimated usage. 
At the end of the four months period 
(or two months period for cities and 
larger villages) an actual meter read- 
ing is taken and after deducting the 
estimated usage for the first three 
months the remainder is billed as the 
fourth months usage. 

Under the proposed plan of render- 
ing average bills based upon the actual 
usage for a twelve months period, the 
customer will pay the same amount in 
each of the intervening months. Ad- 
dressograph plates will be made with 
the amount of the bill stamped on the 
plate. Postcards will be run through 
the addressograph machine. 

Mr. Gardner stated that the purpose 
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of the so-called “budget” billing plan 
now proposed “is to provide a simpler, 
more economical, more satisfactory 
basis of rendering the bills for month- 
ly periods when meters are read at ex- 
tended intervals.” The company be- 
lieves “that under present circum- 
stances it is our duty to make the sav- 
ings of manpower and of business ma- 
chines and to some extent of rubber 
and gasoline that we can realize by go- 
ing to a simpler method of rendering 
these interim bills. Beyond the bare- 
ness of the war emergency we think 
that the budget plan represents a real 
improvement in rendering utility bills, 
in that it will effect a simple easy way 
for the utility to bill for service and 
for the customer to pay for service 
which will be an improvement over 
existing practices generally.” Mr. 
Gardner stated that while the plan “‘is 
necessarily very involved and involves 
a great many mechanical considera- 
tions in respect to the rendition of 
bills,” it is in his opinion a constructive 
change and an improvement over esti- 
mated billing. 

He said that under the present pro- 
cedure of estimated bills the discrepan- 
cy between the actual usages and the 
estimated usages results in a large 
number of cases “in our coming to a 
meter reading and finding that the 
customer has already been billed for 
more kilowatt hours than he used for 
the entire three months, or he has been 
billed for a whole lot less kilowatt 
hours. When that happens it becomes 
necessary to manually compute the cor- 
rected bill, to reverse the entries setting 
up the original estimated bills and to 
substitute the adjusting bill and charge 
the amount in the records. Now that 
has to be done for 3,000 to 4,000 bills 
[18] 
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a month out of 80,000 odd that are 
rendered, and in each case it is an 
operation involving some skill and dis- 
cretion.” 

Mr. Gardner does not contend that 
the “budget” amounts which will be 
charged to the customer in each of the 
three intervening months will be any 
more exact in proportion to their total 
charge for the four months period 
than the charges under the present es- 
timated billing plan, but he rests his 
argument for the proposed plan sole- 
ly upon the greater simplicity of ad- 
justing any overcharges or under- 
charges during the three intervening 
months. He states “when the fourth 
month’s bill comes to be rendered, 
whatever has been paid will become 
directly a credit on the fourth month’s 
bill and if there has been any over- 
payment it automatically corrects it- 
self by throwing up a credit to the 
customer at the bottom of the bill, and 
no previous bills have to be canceled or 
corrected or explained.” 

This statement of Mr. Gardner is 
somewhat confusing because as a mat- 
ter of fact under the present estimated 
billing, as well as the proposed budget 
billing, any overcharges during the 
three months intervening period are 
automatically adjusted in the fourth 
month’s bill. 

Apparently what Mr. Gardner 
means is that when complaints as to 
the amount charged in the intervening 
months are received it requires no 
computation on the part of a company 
employee to make an adjustment or 
change. What he means by his com- 
parison of the two plans becomes quite 
apparent by his testimony almost im- 
mediately following. Speaking of the 
estimated billing procedure, he said: 
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“If a customer, for good and suffi- 
cient reasons known to him, believes 
that an estimated bill is improper it be- 
comes necessary, in order to correct 
that bill, to reverse the bill and render 
a bill based on a usage believed to be 
correct.” 

Company counsel then asked: 


Q. Not only that, but it involves a 
discussion with him as to whether the 
estimate was or was not a good esti- 
mate, doesn’t it? 

A. That is right. 

Q. Whereas, under the budget plan 
you can let him practically write his 
own ticket? 

A. That is right. There is no dis- 
cussion as to the kilowatt-hour usage. 
Any discussion can be limited to the 
comparison of previous bills. 


“And, Mr. Commissioner, if the 
customer feels, and we agree, that the 
budget charge in any month is improp- 
er, the whole charge can be adjusted 
right on the spot by crossing out what- 
ever its amount is and putting in what 
is believed to be a correct amount. 

Apparently the company is not 
greatly concerned with the budget 
amount, inasmuch as the interim pay- 
ments represent credits only on the 
final bill and the customer will pay in 
the fourth month’s bill for all cur- 
rent consumed. 

Under either the estimated plan or 
the budget plan the customer will not 
pay each month for the actual kilo- 
watt hours consumed in the past 
month. However, under the estimat- 
ed billing plan it seems that the cus- 
tomer will come closer to his actual 
consumption because the estimate is 
based upon his actual usage in the same 
month of the previous year or some 
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similar basis of estimate. Under the 
budget plan the customer will pay the 
same amount in the intervening 
months of the summer as in the inter- 
vening months of the winter, although 
there can be little question that the 
great majority of customers consume 
less in the summer months. When the 
customer receives his budget bill in the 
summer based on a twelve months 
average is he not likely to complain 
that he is being overcharged? 

Mr. Gardner stated as another ad- 
vantage of the budget plan that cus- 
tomers with identical usage will pay 
the same amount, whereas, under the 
estimated billing plan customers with 
identical usage, as determined by meter 
readings, may in fact pay different 
amounts of money because of varia- 
tions in the company’s estimate of 
their usage. He states that the differ- 
ent distribution of usages between 
monthly billing periods resulting in 
variations of the company’s estimates 
may result in customers who use ex- 
actly the same amount during an in- 
terval between meter readings paying 
a different amount in total. 


Effect on Consumers’ Bills 


The company made some sampling 
studies of consumers’ bills to deter- 
mine the effect of the proposed plan. 


Mr. Gardner stated: “I regret that 
our studies are not as extensive as they 
should be to determine an accurate 
estimate.” 

A sample study was made of 881 
electric consumers in the city of Bea- 
con for a four months period. As a 
result of that study it appears that 
369 of the 881 would be increased un- 
der the proposed plan as compared 
with the present billing plan. The 
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study showed that of the increases 
during the four months period 93 per 
cent were for less than $1. Mr. Gard- 
ner testified that the total increase in 
bills on the four months basis shown 
by the study would be $151, and divid- 
ing that by 369 consumers would give 
an average of 40 cents per consumer, 
or 10 cents per month. As a result of 
the studies made, Mr. Gardner testi- 
fied that the company estimated in- 
creased revenue of $40,000 a year “as 
a result of the averaging of usage dur- 
ing a four month interval between 
meter readings equally over the months 
in that period.” He stated that this 
increase of $40,000 is the net result of 
a limited amount of decreases and a 
considerably greater amount of in- 
creases. He estimated that about half 
of the customers having a regular 
monthly usage will not be affected in 


any way whatsoever because their 
usage at present always terminates 
within the same block of the rate, so 
that there is no distribution of the kilo- 
watt hours billed between blocks as the 


result of the averaging process. Of 
the remaining half of the customers, 
there is a certain group now paying 
minimum bills in certain months who 
will pay less under the proposed plan 
because the kilowatt hours that they 
pay for under the minimum bill that 
are unused in one month will be applied 
against the excess kilowatt hours billed 
and charged for in some other months. 

He stated that the remaining group 
of customers with fluctuating usages 
are benefited by being billed on a 
monthly basis and would be increased 
under the proposed plan. 

As against the increase in charges 
to customers of the estimated $40,000, 
Mr. Gardner stated that there were 
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certain offsetting items in the way of 
a diminishing return to the company 
as the result of the plan. He stated 
that one of these increases to the 
company arose by reason of the elim- 
ination of all gross charges and conse- 
quently all discounts in the gas rate 
schedule. The proposed schedule sub- 
stitutes the uniform 15-cent discount 
for residential electric service in place 
of the present discounts which would 
be forfeited by reason of the change. 
He stated that the present revenue 
from discounts is $64,000 a year and 
that under the proposed plan it was 
estimated the company would receive 
$42,000 resulting in a saving to con- 
sumers and a decrease in income to the 
company of $22,000. 

Also, comparing the existing esti- 
mated billing plan and the prior billing 
plan, he further stated that the present 
estimated billing plan resulted in a sav- 
ing to consumers of $22,000 annually 
over the prior schedules and that he 
felt that the two items of saving should 
be added to show the total reduction in 
income to the company of $44,000, as 
between the proposed plan and the two 
billing plans in effect prior thereto. 
He stated that the increases to custom- 
ers and loss in revenue to the company 
about offset each other. 

In addition to the study made in the 
city of Beacon, the company made a 
similar study in a limited rural area 
which was considered typical and as a 
result of the two studies the company 
estimates that half of all of the 80,000 
customers affected by the billing plan 
will be increased somewhat and the 
remaining half, being those with the 
most regular usage, will be unaffected. 

The gross increase shown by the 
study to any single customer would be 
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$3.27 over the four months period, an 
average of 82 cents per month. The 
greater proportion, however, would be 
increased by what Mr. Gardner termed 
a “nominal amount.” 


Savings in Operating Expenses 


Mr. S. C. Hubbard, comptroller of 
the company, testified that he made no 
detailed estimate of the amount of 
savings. However, that he had been 
in charge of the operating accounting 
department of the company for twen- 
ty-three years, and that it was his esti- 
mate, based on his experience, that the 
company would save between $20,000 
and $30,000 annually. He stated that 
there would be a saving of $15,000 
annually in postage alone. That the 


application of the four months period 
to the cities and larger villages instead 
of the existing two months meter read- 


ing would result in some savings but 
that it was difficult to estimate the 
amount. Under the existing estimat- 
ed billing plan, Mr. Hubbard stated 
that during the past six months the 
company had found it necessary to 
put through about 24,000 sales cor- 
rections because of inaccurate esti- 
mates. He stated that under the ex- 
isting plan these corrected billings 
would not have to be made and there 
would be a resulting saving in clerical 
hire. Because of the change from two 
months to four months billings in the 
cities and larger villages, there would 
be a further saving in operating ex- 
penses of the salaries of possibly three 
meter readers. 

Both Mr. Gardner and Mr. Hub- 
bard contended that the shortage of 
man power caused by the war was one 
of the primary reasons for presenting 
the proposed plan at this time. Mr. 
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Gardner said: “This proposal is initi- 
ated at this time because of the war 
conditions which seem to make it par- 
ticularly timely.” He admitted that 
the company did not know how it 
would work out and termed it a “rad- 
ical departure from what had been 
done.” If it proved satisfactory to 
both company and customers it should 
be continued in effect indefinitely, 

Mr. Hubbard said that employees 
were being taken in the draft and that 
by means of the proposed plan it would 
not be necessary to replace some of 
them. The estimated saving in man 
power was given as two clerks and 
possibly three meter readers. 


Discussion 


Under the existing estimated billing 
plan or the proposed budget plan, some 
customers are billed in amounts which 
do not represent the application of the 
filed rates to the actual consumption 
in any one month by the consumer. 
The filed rates of the company are 
block rates and the charges decrease 
as the consumption reaches the lower 
priced blocks. Few customers uni- 
formly consume in exactly the same 
monthly amounts and especially few 
customers consume the same amount 
in June or July that they do in De- 
cember or January. This is true of 
both gas and electricity. The fact 
that monthly consumption is not uni- 
form is demonstrated by the number 
of complaints received by the com- 
pany as to the estimated bills sent out 
for the intervening months. It is not 
contended by the company that the 
proposed budget billing plan will result 
in bills which are more accurate than 
under the present plan, but it seems to 
be the company’s position that the 
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psychological effect of paying even 
amounts monthly, which will be ap- 
plied on the bill at each four months 
period, will result in fewer complaints, 
and the added statement that where 
complaint is made it will be much 
easier to adjust the complaint, inas- 
much as the company will receive full 
payment for the commodity consumed 
when the meter is read. The objec- 
tion is that half of the customers will 
pay more than the company would re- 
ceive by applying its filed rates to ac- 
tual monthly consumption. 

Fully half and possibly more of the 
estimated savings of $20,000 to $30,- 
000 is the $15,000 in postage by rea- 
son of the postcard billing in the in- 
tervening months instead of sending 
bills in envelopes. The greater part 
of the clerical saving results from the 
shorter time required to prepare and 
send out the bills for the intervening 
months, inasmuch as the postcard bills 
will be merely run through the ad- 
dressograph machine instead of fol- 
lowing the present billing procedure. 
It was estimated that possibly two 
clerical employees could be dispensed 
with. Both the saving in postage and 
in clerical help result from application 
of the budget plan. All of the saving 
in postage could be made by a change 
to postcard billing under the estimat- 
ed billing plan as has been done by 
some companies. That leaves a possi- 
ble saving in operating expenses of 
from $5,000 to $15,000 and a possible 
saving in man power of five em- 
ployees. 

Mr. Gardner aptly termed the pro- 
posed budget plan “a radical departure 
from what has been done,” and said 
that it was merely an experiment. He 
said: ““We don’t contend that we know 
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exactly how it will work out. We 
will have to find out by werking it 
out.” 

The only saving which might be 
made under this budget procedure and 
which could not be made under esti- 
mated bills is a possible elimination of 
two clerical employees. This change 
in procedure does not seem to be nec- 
essarily required because of war con- 
ditions. 

Any experiment which admittedly 
will result in increasing charges to 
one-half of the customers should have 
greater justification than has been 
shown in this record. 

The 15-cent charge for nonpayment 
of bills appears to be in conflict with 
the outstanding orders of the Com- 
mission. However, in view of the 
decision reached herein it does not 
seem necessary to discuss this feature. 

The only additional saving which 
would be accomplished would result 
under the change from bi-monthly 
meter reading to a four months period. 
There would be a saving of a possible 
maximum of three meter readers. 

There can be no question that the 
greater lapse of time between meter 
readings, the farther the bills rendered 
at intervening months are from actual 
consumption. The company first 
sought to have meter reading periods 
extended in cities and villages from 
one month to two months, on the basis 
that one meter reading would be saved. 
It now seeks to extend the period from 
two months to four months on the 
basis that additional meter readings 
can be saved. If that reasoning be 
followed, why not extend from four 
months to eight months or possibly 
once a year. This may be exaggera- 
tion, but it points to the conclusion 
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that there must be some reasonable 
limit placed upon the length of time 
between meter readings. 

The Commission has permitted the 
extension of the meter reading period 
where substantial saving could be 
made in gasoline and rubber. In this 
case the proposed extension from two 
months to four months is in cities and 
large villages where meter readers do 
not have to travel long distances. The 
company did not claim any material 
saving in gasoline and rubber from 
the change. 

Because of wartime conditions, the 
Commission has also permitted 
changes to be made in procedure 
which would release a considerable 
amount of man power. 


In this case the maximum estimated 
reduction in employees would be 
possibly three meter readers and possi- 
bly two clerical employees. 

That can only be accomplished at 
an increase to customers of $40,000 
per year. The Office of Production 
Administration has stated its definite 
objective to be the keeping of prices 
as near as possible to present levels 
and that is also a policy arising out 
of the war and the conditions result- 
ing from it. 


Conclusion 


The Commission should issue an 
order requiring the company to can- 
cel the suspended schedules. 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Richard Clarke et al. 


Guilford-Chester Water Company 


[Docket No. 7258.] 


Commissions, § 17 — Jurisdiction — Statutory restrictions. 
1. The Commission derives all its powers by delegation from the general 
assembly through statutory provisions and implications reasonably drawn 
from such statutes, and while the statutes are to be liberally interpreted in 
determining whether the Commission has power or jurisdiction, jurisdiction 
must be conferred by the General Assembly and not created by the Com- 
mission, however worthy the purpose may appear, p. 281. 


Service, § 44 — Powers of Commission — Modification of extension contract. 


2. Section 3598 of the General Statutes, dealing with rates and service 
affecting a single person, does not, by itself at least, give the Commission 
power to modify a contract which has been entered into between a patron 
and a water company to cover the special circumstances relating to exten- 
sion of the utility’s service to the patron’s premises, p. 281. 
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Discrimination, § 188 — Charges under extension contracts — Similarity of con- 
ditions. 
3. Discrimination does not exist between a customer supplied water under 
an extension contract, providing for a specified revenue based on extension 
cost, and customers generally when the regular rates of the company applied 
to the extension would not yield fair compensation, since there is no similar- 
ity between this customer’s situation and the situation of the other custom- 
ers, p. 282. 
Rates, § 49 — Powers of Commission — Modification of contract — Hardship to 
particular customer, 
4. The power of the Commission under § 1414c(d) of the Cumulative 
Supplement, superseding § 3597 of the General Statutes, to modify con- 
tracts between a utility and its customers, is related to the general public 
welfare and not to the hardship of a particular customer, p. 282. 
Rates, § 49 — Powers of Commission — Modification of extension contract. 


5. The Commission lacks statutory power or jurisdiction to determine the 
reasonableness of rates for water supplied to property served by an ex- 
tension constructed under a contract providing for payment of a percentage 
of the extension cost until enough customers receive water from the ex- 
tension to produce the same minimum revenue for water billed them un- 
der the general rates for water applicable to other customers, p. 282. 


[February 23, 1943.] 


y.... for determination of reasonableness of rates charged 
for service through water extension; dismissed for lack of 
jurisdiction. 


¥ 


charter rights from the general as- 
sembly to distribute water in Madison 
and other contiguous towns. 

Richard Clarke and Charles Loucks, 
as predecessors in title to the L. and 
C. Realty Company, executed a con- 
tract with the water company on May 
19, 1928, covering the extension of a 
water main from the company’s pipes 
in Madison to shore property on Neck 
road in Madison owned by Messrs. 
Clarke and Loucks. The contract ob- 
ligated the company to invest the cap- 
ital required to make the extension, 
the cost thereof being determined in 
a manner provided for in the contract, 
in return for which the owners of the 


By the CoMMISSION : 
The Petition 

Richard Clarke of Wallingford and 
the L. and C. Realty Company, a Con- 
necticut corporation doing business in 
Wallingford, filed with the Commis- 
sion their joint petition, dated Septem- 
ber 5, 1942, which is on file. 

From the statements contained in 
the petition on file, it appears that the 
L. and C. Realty Company owns some 
shore property in Madison, Connecti- 
cut, which is supplied with water by 
The Guilford-Chester Water Com- 
pany under the terms of two sepa- 
rately executed contracts between the 


parties, these contracts being also on 
file as a part of the petition. The Guil- 
ford-Chester Water Company has 
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shore property agreeed to pay the 
company each year as revenue 10 per 
cent on the cost of the extension un- 
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til a sufficient number of customers 
receiving water from the extension 
would afford the company the same 
minimum revenue for water billed 
them under the general rates for wa- 
ter applicable to household customers 
in Madison. 

On October 11, 1930, the L. and C. 
Realty Company, which had become 
the owner of this shore property in 
the interim, executed a contract with 
the water company on the same terms 
as the earlier contract, covering a fur- 
ther extension of about 400 feet from 
a terminus at Grove avenue and Neck 
road along Grove avenue and Canoe 
avenue in Madison. The purpose of 
this second contract was to develop a 
contiguous piece of shore property 
owned by the petitioner. The revenues 
received by the company from all cus- 
tomers served with water by these 
two extensions have never equaled the 
minimum guaranty which the owners 
of the property agreed to pay under 
these contracts. 

In 1932 the water company extend- 
ed the same water main from its ter- 
minus on Canoe avenue on property 
of the petitioner to serve an adjacent 
piece of shore property owned by oth- 
er individuals. Their names do not 
appear. This latter extension was 
made under a contract between the 
owners of that contiguous piece of 
property and the water company, the 
terms being similar to the terms of 
the two contracts between the petition- 
er and the water company. This lat- 
ter development appears to have pros- 
pered in that the number of customers 
attached to this extension billed at the 
regular rates applicable to household 
customers in Madison has been suffi- 
cient in recent years to eliminate the 
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minimum guaranty required under 
that contract. 

It is the claim of the petitioner that 
if the revenues received by the water 
company from customers located on 
this third extension should be merged 
with the revenues received by the 
company from the two extensions 
serving the petitioner, the total would 
be sufficient to eliminate the minimum 
guaranty the petitioner is now re- 
quired to pay under the terms of its 
two contracts. It is the further claim 
of the petitioner that the minimum 
guaranty required under its contracts 
is, therefore, unreasonable and dis- 
criminatory and that the Commission 
should consider all three extensions 
together and upon the facts so dis- 
closed exercise its powers to modify 
downward the minimum guaranty re- 
quired under the two contracts of the 
petitioner. 

The petition was assigned for a pre- 
liminary hearing to be held at the of- 
fice of the Commission in Hartford 
on October 7, 1942, in order to deter- 
mine whether the Commission has ju- 
risdiction to investigate the facts set 
forth in the petition and to grant the 
relief requested. At said time and 
place the L. and C. Realty Company 
appeared by counsel and The Guilford- 
Chester Water Company appeared by 
its president and counsel. 


The Issue of Jurisdiction 
In 1941, The Guilford-Chester Wa- 


ter Company brought an _ action 
against the petitioner in the court of 
common pleas for New Haven county 
to recover money due the company by 
virtue of the minimum guaranty re- 
quired of the petitioner in these two 
contracts with the water company. In 
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that action the petitioner sought re- 
lief upon the same facts as are now 
before the Commission. The issue 
was decided against the petitioner and 
judgment was rendered in favor of 
the water company. 

[1] The Commission derives all of 
its powers by delegation from the 
general assembly through statutory 
provisions and implications reason- 
ably drawn from such statutes. While 
the statutes are to be liberally inter- 
preted in determining whether the 
Commission has power or jurisdiction, 
the jurisdiction must be conferred 
by the general assembly and not cre- 
ated by the Commission, however 
worthy the purpose may appear. The 
several sections of the General Stat- 
utes which might give the Commis- 
sion jurisdiction in this matter are 
§ 3598, dealing with rates and serv- 
ice affecting a single person; § 3599, 
dealing with change of rates fixed pur- 
suant to charter or contract; and 
§ 1414c(d) of the Cumulative Sup- 
plement which superseded § 3597 of 
the General Statutes, the Commission’s 
principal statutory power over rates 
until 1935. 

[2] Section 3598 has been con- 
strued to be broad enough “to meet 
all manner of conditions of unfair and 
unreasonable treatment of members of 
the public in the matter of service and 
rates where individuals might be 
prompted to seek relief, whether the 
grievance was distinctly that of a sin- 
gle individual or one shared by sever- 
al, similarly situated, but, neverthe- 
less, in its essence, personal as to each 
of the group.” Steele v. Clinton Elec- 
tric Light & P. Co. (1937) 123 
Conn 180, 186, 19 PUR(NS) 483, 
487, 193 Atl 613, 112 ALR 232, cit- 
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ing the earlier decisions of New Brit- 
ain Gaslight Co. v. Root, 91 Conn 134, 
PURI917C 102, 99 Atl 559, and 
Gallaher v. Southern N. E. Teleph. 
Co. 99 Conn 282, PUR1924A 279, 
121 Atl 686. As interpreted by these 
decisions, § 3598, by itself at least, 
does not appear to give the Commis- 
sion power to modify a contract which 
has been entered into between a pa- 
tron and a company to cover the spe- 
cial circumstances relating to exten- 
sion of the utility’s service to the 
patron’s premises. 

Obviously the company could not 
extend its service to the property of 
the petitioner or be compelled to do 
so unless the extension would be com- 
pensatory or at least self-supporting. 
That is the reason why it became nec- 
essary for the parties to contract with 
each other to cover these special cir- 
cumstances, if the petitioner was to 
get water. The lawfulness of the pe- 
titioner’s obligation to pay a mini- 
mum amount of revenue into the in- 
definite future was covered by the 
“escape clause” in the contracts, ter- 
minating this obligation when the ex- 
tensions should become in effect self- 
supporting or compensatory. 

The case of New Britain Gaslight 
Co. v. Root, referred to above, con- 
cerned a situation similar to that con- 
fronting the petitioner when it de- 
sired to obtain a public water supply. 
The Root Case involved the extension 
of gas service, under order of the 
Commission, to a number of patrons 
in Newington who were without gas 
service and who desired it from the 
New Britain Gaslight Company hav- 
ing charter rights to serve Newing- 
ton. 

The Commission ordered the ex- 
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tension under § 3598 of the General 
Statutes upon condition that the 
patrons guarantee the company a min- 
imum revenue from the extension for 
a period of time fixed by the Commis- 
sion, in order to make the extension 
compensatory to the company. The 
company appealed the order of the 
Commission upon the claim that the 
Commission had exceeded its statu- 
tory powers in ordering an extension 
under those circumstances. The court 
makes clear, on page 143, of 91 Conn 
that, while the test of the lawfulness 
of the Commission’s order is one of 
reasonableness, the company should 
not ordinarily be required to provide 
an enlarged service at a considerable 
cost where the prospects of return for 
many years to come are so meager as 
to be out of all proportion to that cost. 

[3] Looking at the issue from the 
standpoint of discrimination and its 
removal, it cannot be said that dis- 
crimination exists between the peti- 
tioner as one customer and customers 
generally of the company in Madison 
because the petitioner and such cus- 
tomers are not similarly situated. The 
statutory power of the Commission to 
remove discrimination exists where 
customers similarly situated are 
charged different rates for the same 
service (Gallaher v. Southern N. E. 
Teleph. Co., supra). Since the regu- 
lar rates of the company applied to 
these extensions of the petitioner 
would not yield the company fair com- 
pensation, there is no similarity be- 
tween the petitioner’s situation and the 
situation of customers of the company 
in Madison. 

[4, 5] The only other aspect from 
which the petitioner would be entitled 
to relief would be the exercise by the 
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Commission of the police power to 
modify contract rates vested in the 
Commission under § 1414c(d) and 
§ 3599 of the General Statutes. 
While § 1414c(d) represents an en- 
largement of the Commission’s power 
in the field of rates over that previ- 
ously vested in it under § 3597 of the 
General Statutes, it is clear from a 
reading of subparagraph (d) that the 
power of the Commission to modify 
contracts between a utility and its cus- 
tomers is related to the general pub- 
lic welfare and not to the hardship of 
a particular customer. In this respect 
it is not, therefore, dissimilar from 
old § 3597 of the General Statutes 
and the interpretation of that statute 
is, therefore, helpful to us in consid- 
ering this other aspect of relief for the 
petitioner. 

Section 3597 was construed in the 
case of Ansonia v. Ansonia Water 
Co. (1924) 101 Conn 151, 125 Atl 
474, and later in the case of the New 
Haven Water Co. v. New Haven, 106 
Conn 562, PUR1928B 475, 139 Atl 
99 and (1934) 118 Conn 389, 5 
PUR(NS) 319, 172 Atl 767. The 
Ansonia Case involved an increase by 
the Commission of rates for water 
service charged the city by the water 
company under a long-term contract 
between the parties. The Commis- 
sion had found that the public interest 
required a general increase in water 
rates then being charged all classes of 
customers. As a result of that find- 
ing, the rates in force between the 
city and the water company under the 
terms of the contract would be unrea- 
sonable and discriminatory as against 
all other customers of the company if 
the contract rates were not increased 
by the Commission. In this case the 
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court found (101 Conn at p. 163) 
that § 3599 of the General Statutes 
giving the Commission power to 
change rates fixed pursuant to charter 
was merely declaratory of the power 
already vested in the Commission un- 
der § 3597 of the General Statutes. 
It is quite clear from this decision and 
the later decisions of New Haven v. 
New Haven Water Co. referred to 
above, that it is the public interest and 
welfare as distinguished from the in- 
terest and welfare of a particular cus- 
tomer which justifies the exercise by 
the Commission of the police power 
vested in it under § 1414c of the 
Cumulative Supplement and § 3599 
of the General Statutes. 

In essence, this petition appears to 
set forth circumstances where the con- 
tracts between the petitioner and The 
Guilford-Chester Water . Company 
appeared provident for the petitioner 
at the time of their execution but sub- 
sequent events beyond the control of 
either party have rendered the con- 
tracts improvident. In order to make 
these contracts provident again, the 


petitioner would “borrow” from the 
revenues of the third extension which 
served different customers of the com- 
pany and which extension appears, in 
the light of subsequent events, to have 
been providently made. Should the 
company under these circumstances 
be required to modify its contracts 
with the petitioner in the manner 
sought, there would appear to be no 
stability for a contract entered into in 
good faith by both parties and, lack- 
ing such stability, extensions of serv- 
ice by the company under similar cir- 
cumstances could only be undertaken 
with considerable reluctance or not at 
all. 


ORDER 


For the reasons set forth above, the 
Commission dismisses the petition for 
lack of statutory power or jurisdic- 
tion over the subject matter. 

We hereby direct that notice of the 
foregoing be given by the secretary 
of this Commission by forwarding 
true and correct copies thereof to par- 
ties in interest, and due return make. 





NEW YORK SUPREME COURT, SPECIAL TERM, 
ULSTER COUNTY 


Public Service Commission 


Edwards Motor Transit Company, 


Incorporated, et al. 


( 179 Misc 343, 39 NY Supp(2d) 119.) 


Interstate commerce, § 7 — What constitutes — Service to Indian reservation. 
1. Commerce between points in a state and an Indian reservation in the 
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same state is an intrastate operation for which state Commission ay. 


thorization is required, p. 285. 


Interstate commerce, § 7 — What constitutes — Commerce with Indian tribe. 
2. Motor carrier transportation of passengers between points in a state 
and a city located within an Indian reservation in the same state is not 
commerce with an Indian tribe within the contemplation of the Constity- 
tion in the delegation of power in this field to Congress, p. 285. 


[January 19, 1943.] 


PPLICATION by state Commission to enjoin unauthorized mo- 
A tor carrier operation between points in the state and city 
located within Indian reservation in the same state; injunction 

granted. 


APPEARANCES: Gay H. Brown, of 
Albany (Sidney Kabalkin, of Albany, 
of counsel), for petitioner ; W. Frank- 
lin Ness, Jr., of Buffalo, for defend- 
ants. 


BERGAN, J.: Defendants are cor- 


porations engaged in the transporta- 


tion of passengers by bus. The cor- 
porations have identical names and are 
closely integrated in organization, 
management and the use of facilities. 
One is a New York corporation; the 
other a Pennsylvania corporation. 
The New York corporation holds a 
certificate of convenience and neces- 
sity from the petitioner Public Serv- 
ice Commission authorizing it to 
transport passengers in intrastate com- 
merce in New York between Buffalo 
and Springville. The Pennsylvania 
corporation holds a certificate of con- 
venience and necessity from the In- 
trastate Commerce Commission au- 
thorizing it to transport passengers in 
interstate commerce between Buffalo 
and Pittsburgh, Pennnsylvania. 

The Public Service Commission 
maintains this proceeding to restrain 
the defendants from _ transporting 
passengers in intrastate commerce be- 
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tween Buffalo and Salamanca, a city 
in the state of New York, without au- 
thorization pursuant to the laws of the 
state. Salamanca is beyond Spring- 
ville, N. Y., the terminus of the intra- 
state route authorized for the New 
York corporation, which holds no cer- 
tificate to transport passengers to and 
from Salamanca. It is also a stop on 
the interstate route of the Pennsyl- 
vania corporation. Concededly the 
Pennsylvania corporation is author- 
ized to carry passengers between Sala- 
manca and points outside New York 
contemplated within the certificate of 
the Interstate Commerce Commission. 
The problem presented is whether 
either corporation, under their re- 
spective authorizations, may transport 
passengers between Salamanca and 
Buffalo or other points within the 
state of New York. 

Upon the trial the facts were stipu- 
lated or presented fully by exhibits con- 
cerning which there was no dispute. It 
is readily found from the stipulation, 
the tickets sold between Buffalo and 
Salamanca, the tariffs and schedules 
received in evidence and other exhib- 
its that the Pennsylvania corporation 
carries passengers between Buffalo and 
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Salamanca. The unity in manage- 
ment and control between the two cor- 
porations is so marked that it must 
also be found the New York corpora- 
tion carries passengers between Buf- 
falo and Salamanca. Their officers are 
substantially the same; the tickets 
sold for the two corporations by the 
same agency in Buffalo are indistin- 
guishable; the New York corporation 
uses entirely busses of the Pennsyl- 
vania corporation; tickets are fur- 
nished for both corporations to the 
Buffalo agency by the Pennsylvania 
corporation and the revenues received 
for both are remitted by the agency 
without segregation to the Pennsyl- 
vania corporation where they are 
later segregated. 

Moreover, the New York corpora- 
tion applied in 1938 to the common 
council of the city of Salamanca for 
permission to operate a bus line 
through its streets in intrastate com- 
merce and permission was refused. 
Its original application to the Public 
Service Commission for a certificate 
of convenience and necessity contem- 
plated operations to the city of Sala- 
manca, but on failing to obtain the 
city’s permission, this part of its ap- 
plication was withdrawn. In view of 
the integration of the corporations 
and the facts relating to the method 
of operations of the New York cor- 
poration, if an injunction is granted 
against the Pennsylvania corporation 
it must extend to both. 

The city of Salamanca is in the Al- 
legany Indian Reservation. The 
Pennsylvania corporation contends 
that the Allegany Indian Reservation 
is under the exclusive jurisdiction of 
the United States; that transportation 
between points within the state of 
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New York and points within the In- 
dian Reservation is not intrastate 
commerce; that such commerce is 
within the jurisdiction of the Inter- 
state Commerce Commission exclu- 
sively ; that it has received the permis- 
sion of the Seneca Nation of Indians, 
the appropriate Indian authority in 
the reservation, granting it permission 
to operate within the reservation on 
the route which it uses, and that the 
Interstate Commerce Commission has 
granted it the authority of the United 
States to operate within the reserva- 
tion. Therefore it is contended that 
the certificate of the Public Service 
Commission is not required and that 
the operation may not be restrained. 
[1,2] Whatever else commerce be- 
tween points in the state of New York 
and the Allegany Reservation may be, 
it is not interstate commerce. An In- 
dian nation is not a state of the Un- 
ion. Cherokee Nation v. Georgia 
(1831) 5 Pet. (30 US) 1, 16,8 L ed 
25. And it is not, as Chief Justice 
Marshall pointed out in that decision, 
a foreign nation (page 18 of 5 Pet.) 
“The relation of the Indians to the 
United States is marked by peculiar 
and cardinal distinctions which exist 
nowhere else.” Therefore the com- 
merce within the state with an Indian 
nation is intrastate commerce in so far 
as the authority of the United States 
to regulate it is made dependent upon 
its constitutional power to regulate in- 
terstate commerce. But the United 
States is vested with the power to reg- 
ulate commerce with the Indian tribes. 
U. S. Constitution, Art. I, § 8. To 
the extent Congress has occupied this 
field, a state is excluded from juris- 
diction. 
The city of Salamanca, while geo- 
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graphically located within the Alle- 
gany Indian Reservation, is a modern 
city of white inhabitants, organized 
under the laws of New York. Chap- 
ter 507, Laws of 1913. Transporta- 
tion by bus of passengers between this 
city and other points is surely not com- 
merce with an Indian tribe within the 
contemplation of the Constitution in 
the delegation of power in this field to 
Congress, and, indeed, does not relate 
to Indians or to Indian tribes at all. 

While the United States has always 
regarded the regulation of Indian af- 
fairs as being within its special prov- 
ince and as essentially national in char- 
acter, the history of the relations be- 
tween the people of New York and the 
Indians living within the territory of 
the state requires special treatment in 
considering the power of the state 
over Indian reservations and over 
white communities now existing with- 
in Indian reservations. 

In 1786, prior to the adoption of 
the United States Constitution, a dis- 
pute existed between New York and 
Massachusetts over the sovereignty to 
be exercised in the lands of the Sen- 
eca Nation of Indians, which included 
the present Allegany Reservation. It 
was settled by granting sovereignty to 
New York, with certain nonsovereign 
rights remaining in Massachusetts. 
Blacksmith v. Fellows (1852) 7 NY 
401. In 1794 the United States and 
the Six Nations entered into a treaty. 
Title to the lands within the Allegany 
Reservation was acknowledged by the 
United States to vest in the Seneca 
Nation. 

As the state grew in population 
white persons settled within the res- 
ervation. Railroads were built over 
its territory. Villages with white pop- 
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ulation were established. Leases were 
made between the Indian authorities 
and white occupants of the land. In 
1948 the Seneca Nation in convention 
at the council house on the Cattaraugus 
Reservation adopted a constitution, 
It asked the aid of the United States 
and of the state of New York in pro- 
viding laws for its domestic govern- 
ment. The legislature in March, 
1849, assented to the request. “From 
then on at different times numerous 
laws for their civil government and 
regulation of their internal affairs 
were passed” by the New York Leg- 
islature. United States ex rel. Pierce 
v. Waldow (1923) 294 Fed 111, 115. 

In 1875 Congress authorized the 
Seneca Nations to lease lands in cer- 
tain areas of the Allegany Reserva- 
tion. Act of Feb. 19, 1875, 18 Stat 
330. The act confirmed existing leas- 
es and provided for the establishment 
of white villages within certain areas 
in the reservation to be defined. Sal- 
amanca was one of these. Congress 
further provided that within the vil- 
lages so established the municipal laws 
and regulations of the state of New 
York might be extended over and be 
in force in those villages. By Chap. 
188, Laws of 1881, the legislature ex- 
tended the general laws of the state to 
the village of Salamanca. Again, un- 
der the laws of New York, as it has 
been seen, Salamanca was organized 
as a city in 1913. For a somewhat 
detailed historical analysis of the de- 
velopment of Indian relations in New 
York see opinion of Knight, J., in 
United States v. Salamanca (1939) 
27 F Supp 541. 

Therefore, by express request of 
the Indians themselves the sovereign 
powers of New York have been ex- 
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tended to the Allegany Reservation in 
respect of some aspects of Indian gov- 
ernment, and in addition, the exercise 
by the state of full powers of local 
government in the white areas of the 
reservation has had _ congressional 
sanction and has been continuously 
carried on by the state government. 

The Supreme Court considered the 
powers of the state arising from these 
relationships in United States ex rel. 
Kennedy v. Tyler (1925) 269 US 13, 
70 L ed 138, 46 S Ct 1, but it declined 
to adjudicate them upon the point that 
as the case there arose, remedies avail- 
able in the courts of New York should 
first have been exhausted. In United 
States v. Salamanca, supra, 27 F Supp 
at p. 246, it was held that the United 
States could maintain an action on be- 
half of Indians to enjoin an invalid 
tax, but it was said that*the Federal 
government has acquiesced in the en- 
actment of numerous statutes for the 
administration of the Indian reserva- 
tions. 

In 1890 the United States circuit 
court of this district had before it the 
effect of a Federal statute, Rev. Stats. 
§ 2139, 25 USCA § 241, prohibiting 
the introduction of liquor into the In- 
dian country, upon a liquor dealer in 
the village of Salamanca. Benson v. 
United States (1890) 44 Fed 178. 
The question was whether the laws of 
New York under which the dealer was 
licensed or the general Federal statute 
obtained within Salamanca. The 
court held, among other things, that 
the legislature having extended its 
laws to Salamanca after the Congres- 
sional Act of Feb. 19, 1875, 18 Stat. 
330, “the traffic in spirituous liquors, 
as well as all other kinds of traffic in 
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these villages, is sheltered by the con- 
sent of Congress.” 44 Fed at p. 180. 
There was preserved, however, to 
the Seneca Nation, a rather large 
measure of sovereign power over its 
own affairs, notwithstanding its invi- 
tation to the state to provide it with 
governmental aid, and the successive 
legislative enactments in this direction 
culminating in the present Indian Law. 
Patterson v. Council of Seneca Na- 
tion (1927) 245 NY 433, 445, 157 
NE 734. The Senecas have not been 
extinguished as ‘“‘a separate nation.” 
The statutes to be enacted upon invi- 
tation of the nation were to be consist- 
ent with the Seneca constitution (page 
443 of 245 NY); they retain broad 
powers of self-government “with the 
sanction of the state.” (Page 445 of 
245 NY.) It was held there that the 
Seneca Nation alone could determine 
who are Senecas in a controversy aris- 
ing over the status of one seeking en- 
rollment as a Seneca and that it was 
not competent for this court to direct 
enrollment by mandamus. Again, the 
circuit court of appeals in United 
States v. Forness (1942) 125 F(2d) 
928, 932, held that the Act of 1875 
did not make the “statutory or deci- 
sional” laws of New York applicable 
to the reservation, specifically proce- 
dural provisions of the Civil Practice 
Act relating to a tender, in a contro- 
versy in which Indian rights to the 
cancellation of leases were involved. 
But the line of separation is too well 
marked for confusion, however, be- 
tween controversies involving the 
rights of Indians themselves arising 
from a continuance of their powers of 
self-government or from the special 
aegis of protection given them in pur- 
suance of Federal or state statutes, 
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and controversies arising from the 
regulation of the white population in 
areas over which the state has assumed 
a complete jurisdiction fully recog- 
nized by the United States and deemed 
by the Indians to be no part of their 
tribal government or rights. 

As a white dealer in liquor under 
state license would be deemed subject 
to the laws of New York; as contro- 
versies between residents of Salaman- 
ca over contract or tort would be cog- 
nizable in the civil courts of the state; 
as, indeed, the municipal public regu- 
lation of the city of Salamanca over 
its government property and affairs 


would be subject to the laws of the 
state, so it must be apparent that pub- 
lic transportation between Salamanca 
and other points in New York is a 
subject solely within the power of 
state regulation and control. It can- 
not be assumed by the United States 
under the tenuous theory of regulat- 
ing commerce with Indian tribes, for 
in fact it bears no resemblance to such 
commerce. It is, on the contrary, a 
matter to which the power of the state 
to regulate extends exclusively. 

Submit final order enjoining de- 
fendants in conformity with petition- 
er’s prayer for relief. 





FEDERAL POWER COMMISSION 


Re Border Pipe Line Company 


[Docket No. G-228.] 


Mortgages, § 1 — Authorization by Commission — Gas facilities authorized by 


Presidential Permit. 


A pipe-line company authorized by Presidential Permit to export natural 
gas was permitted to mortgage its facilities at or near the border, subject 
to the provision that such authorization should not be construed as au- 
thority to pledge, mortgage, or otherwise encumber the Presidential Permit. 


[February 23, 1943.] 


PPLICATION for permission to mortgage facilities author- 
A ized by Presidential Permit; granted subject to conditions. 


By the Commission: Upon consid- 
eration of the application filed Febru- 
ary 10, 1943, by Border Pipe Line 
Company for permission to mortgage 
facilities authorized by Presidential 
Permit issued to Border Pipe Line 
Company on November 17, 1942, pur- 
suant to Executive Order No. 8202, 
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and for permission to mortgage the 
Presidential Permit; and 

It appearing to the Commission 
that: 

(a) By the Commission’s order of 
October 10, 1942, Border Pipe Line 
Company was granted authority to ex- 
port natural gas from the United 
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States to the Republic of Mexico, 
which order was subsequently modi- 
fied by order of November 4, 1942; 

(b) A Presidential Permit was is- 
sued to Border Pipe Line Company on 
November 17, 1942, authorizing the 
construction, operation, and mainte- 
nance of facilities for the exportation 
of natural gas at or near the border 
of the United States and Mexico and 
connecting with the pipe line of the 
American Smelting and Refining 
Company ; 

(c) Article 6 of the Presidential 
Permit provides, in part, that the per- 
mittee, Border Pipe Line Company, 
shall not sell, lease, assign, transfer, 
encumber, consolidate, merge, or 
otherwise dispose of the permit or of 
the works and facilities, or any part 
thereof, covered by the permit except 
upon notice to, and approval by, the 
Federal Power Commission ; 


The Commission finds that : 

It is appropriate to permit Border 
Pipe Line Company to mortgage its 
facilities, at or near the border, au- 
thorized by the Presidential Permit as 
hereinafter provided ; 

The Commission orders that: 

(A) Border Pipe Line Company be 
and it hereby is permitted to mortgage 
its facilities, at or near the border, 
authorized by the Presidential Per- 
mit; provided, that this order shall not 
be construed as authority to pledge, 
mortgage, or otherwise encumber the 
Presidential Permit; 

(B) Except as above provided, 
nothing herein contained shall be con- 
strued as an approval by the United 
States, the President, or the Federal 
Power Commission of any loan, mort- 
gage, or other financing by Border 
Pipe Line Company or any affiliate of 
Border Pipe Line Company. 





SECURITIES AND EXCHANGE COMMISSION 


Re United Gas Improvement Company 


et al. 


[File Nos. 54-65, 59-6, 70-658, Release No. 4173.] 


Intercorporate relations, § 19.8 — Simplification of holding company system — 
Procedure — Applications and declarations. 
1. An application by a registered holding company for approval of a § 11(e) 
plan of reorganization and separate applications and declarations by its sub- 
sidiary under various sections of the Holding Company Act may be treated 
as a composite plan pursuant to § 11(e) consolidated with pending pro- 
ceedings under § 11(b)(1) and considered under § 11(e) as well as other 
applicable statutory provisions, when the various proposals constitute a com- 
posite plan to effectuate partial compliance with § 11(b) of the act, 15 USCA 


§ 79k(b), p. 297. 


Corporations, § 22 — Reorganization plan — Holding Company Act — Approval. 
2. The requirement that a reorganization plan submitted under § 11(e) of 
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the Holding Company Act, 15 USCA § 79k(e), be necessary to effectuate 
the provisions of § 11(b) does not mean that the action contemplated by 
the plan must be the only method or solution for effectuating compliance, 
but it is sufficient if the method selected, although one of several possible 
alternatives, is appropriate to the accomplishment of the statutory objec- 
tives, p. 299. 


Corporations, § 22 — Reorganization plan — Holding Company Act — Prerequi- 
sites to approval. 

3. A voluntary plan of reorganization submitted under § 11(e) of the Hold- 
ing Company Act, 15 USCA § 79k(e), must, as a prerequisite to Commis- 
sion approval, contemplate some affirmative action designed to (a) limit the 
operations of the holding company system to a single integrated public 
utility system, to businesses incidental thereto, and to retainable additional 
systems, and (b) insure that the corporate structure or continued existence 
of any company in the system does not unduly or unnecessarily complicate 
the structure of the holding company system or inequitably or unfairly dis- 
tribute voting power among security holders, p, 299. 


Corporations, § 22 — Reorganization plan — Necessity to effectuate provisions of 
Holding Company Act. 

4. A plan filed under § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), by a registered holding company proposing the distribution of a 
major portion of its assets consisting of substantially all of its holdings of 
securities of two subsidiaries, the consequent limitation of its operations, 
and the removal of some existing violations of the “great grandfather” clause 
of § 11(b) (2) of the act, and the retirement of the holding company’s out- 
standing preferred stock, was held to be a plan necessary to effectuate the 
provisions of § 11(b)(1) within the meaning of § 11(e), p. 299. 


Corporations, § 22 — Reorganization plan — Holding Company Act —- Standards 
of fair and equitable. 

5. A plan and related applications and declarations filed under § 11(e) of 
the Holding Company Act, 15 USCA § 79k(e), and other applicable sec- 
tions of the act by a registered holding company and its subsidiaries, pro- 
viding for reclassification of the subsidiary’s outstanding shares of common 
stock into shares of new common stock and shares of $1 dividend prefer- 
ence common stock, three shares of the latter together with $40 in cash 
to be exchanged for the outstanding $5 preferred stock of the holding com- 
pany, was held under all the circumstances to be fair and equitable to the 
security holders involved, p. 300. 


Corporations, § 22 — Reorganization plan — Exchange of securities — Market 
prices. 
6. Day-to-day market prices of preferred stock of a holding company and 
estimated market price of new preference common of a subsidiary are not 
determinative of the fairness of a proposed exchange of securities as part 
of a reorganization plan, nor can the Commission accord them great weight 
in that respect, p. 300. 
Corporations, § 22 — Reorganization plan — Holding Company Act — Fairness to 
obligees under guaranty and indemnification agreements. 
7. A plan under § 11(e) of the Holding Company Act, 15 USCA § 79k(e), 
for simplification of a registered holding company involving partial distribu- 
tion of assets was held to be fair and equitable to beneficiaries of guaranty 
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and suretyship agreements under which the holding company was con- 
tingently liable where it was unlikely that the company would be called 
upon to the extent of its maximum indirect liabilities thereunder, primary 
obligors owned substantial assets and sources of income, agreements existed 
with respect to some of these guaranties whereby the holding company was 
indemnified by responsible companies, and the remaining assets and earn- 
ing power appeared to be substantial in proportion to the amount of fore- 
seeable actual liabilities, p. 310. 


Corporations, § 23 — Reorganization plan — Commission approval pending hold- 
ing company proceedings. 
8. Approval! of a reorganization plan submitted under § 11(e) of the Hold- 
ing Company Act, 15 USCA § 79k(e), was granted without prejudice to 
the validity of outstanding divestiture orders under § 11(b)(1) of the 
Holding Company Act pending an appeal, p. 313. 


Security issues, § 80 — Purpose of effecting reorganization — Approval. 

9. Declarations by a subsidiary of a registered holding company regarding 
the issuance of $1 dividend preference common stock and common stock 
pursuant to a reclassification of its outstanding common stock, the $1 divi- 
dend preference common stock to be exchanged together with cash on a 
fair and equitable basis for the past outstanding preferred stock were per- 
mitted to become effective where the $1 dividend preference common stock 
would be well covered by earnings ; would not disturb the liens, preferences, 
or common stock equity of outstanding debt or preferred stock; would be 
convertible into common stock; would have a veto power as a class against 
voluntary liquidation ; would serve to effectuate a wide distribution of com- 
mon stock so as to improve the declarant’s equity financing ability; and 
would afford a solution to § 11 problems, p. 314. 


Security issues, § 112 — Competitive bidding requirements — Exemption. 


10. Competitive bidding requirements of Rule U-50 of the Securities and 
Exchange Commission were held to be inapplicable, pursuant to provisions 
of Rule U-50(a) (1), where securities were to be issued to existing security 
holders pursuant to a reclassification of outstanding stock in connection 
with a plan of reorganization submitted under § 11l(e) of the Holding 
Company Act, 15 USCA § 79k(e), p. 314. 


Intercorporate relations, § 18.1 — Security transactions — Holding company sim- 
plification plan. 

11. Applications and declarations regarding acquisition of securities by a 
registered holding company and its subsidiary in connection with a plan 
under § 11(e) of the Holding Company Act, 15 USCA § 79k(e), found 
necessary to effectuate the provisions of § 11(b) and to be fair and equita- 
ble to the persons affected thereby, were permitted to become effective and 
granted, p. 314. 


[March 18, 1943.] 


PPLICATIONS and declarations under § 11(e) and other sec- 
A tions of the Holding Company Act, and of the rules and 
regulations thereunder, for purpose of enabling holding company 
system to effectuate partial compliance with requirements of 

§ 11(b) of the act; approved subject to conditions. 
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APPEARANCES: William R. Now- 
lin, for the Public Utilities Division of 
the Commission; William Clarke Ma- 
son, Garfield Scott, Henry C. Place, 
and Thomas B. K. Ringe, for The 
United Gas Improvement Company ; 
Bernard P. Carey, for the Philadel- 
phia Electric Company; Richard 
Joyce Smith, for The United Corpo- 
ration; C. Cole Farrier, Assistant 
City Solicitor, city of Philadelphia, 
for the city of Philadelphia; H. Root 
Palmer, for the Pennsylvania Public 
Utility Commission; Henry Herz, for 
the Board of Public Utility Commis- 
sioners of New Jersey; David L. Ger- 
man and Joseph Ominsky, for Emma 
and Walter Howard, common stock- 
holders of The United Gas Improve- 
ment Company; Robert J. Wilson, a 
common stockholder of The United 
Gas Improvement Company, appear- 
ing personally; Victor Frey, for 
August Trask Ashton, a stockholder ; 
Charles S. Edmunds, a common stock- 
holder of The United Gas Improve- 
ment Company, appearing personally. 


By the Commission: The United 
Gas Improvement Company—a reg- 
istered holding company and a sub- 
sidiary of The United Corporation, 
also a registered holding company— 
and its subsidiary, Philadelphia Elec- 
tric Company, have filed applications 
and declarations, under § 11(e) and 
other sections of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79k(e) and the rules and 
regulations thereunder, for the pur- 
pose of enabling the holding company 
system of The United Gas Improve- 
ment Company to effectuate partial 
compliance with the requirements of 
§ 11(b) of the act. The foregoing 
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filings were consolidated with the 
pending proceeding under § 11(b) 
(1) of the act in respect of “The 
United Gas Improvement Company 
and its Subsidiary Companies, Re- 
spondents” (File No. 59-6). 

In brief, it is proposed that Phila- 
delphia Electric Company be recapi- 
talized so as to exchange shares of 
new $1 dividend preference common 
stock and new common stock for its 
presently outstanding common stock 
(97 per cent of which is owned by 
The United Gas Improvement Com- 
pany); the $1 dividend preference 
common stock received by The United 
Gas Improvement Company in the ex- 
change, together with cash, will be 
used to retire its outstanding $5 pre- 
ferred stock; and thereupon The Unit- 
ed Gas Improvement Company will 
distribute to the holders of its com- 
mon stock substantially all the shares 
of the new common stock of Phila- 
delphia Electric Company received in 
the exchange and substantially all of 
its present holdings of common stock 
of Public Service Corporation of New 
Jersey. 

The transactions proposed by Phila- 
delphia Electric Company were ap- 
proved by the Public Utility Commis- 
sion of Pennsylvania on March 16, 
1943. (Two Commissioners dissent- 
ing. ) 

After appropriate notice, public 
hearings were held in respect of this 
matter before the Trial Examiner. 
Briefs were filed by counsel for the 
city of Philadelphia and also by coun- 
sel representing two common stock- 
holders of The United Gas Improve- 
ment Company. Other stockholders 
of The United Gas Improvement 
Company noted their appearance and 
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participated in the hearings. Oral ar- 
gument was waived. 

The Commission, having consid- 
ered the record, makes the following 
findings : 

General Description of the System 
The United Gas Improvement 
Company 


The United Gas Improvement Com- 
pany (hereinafter referred to as 
UGI), a Pennsylvania corporation, 
was organized in 1882. Its holding 
company system, as of December 31, 
1942, includes nine electric utility sub- 
sidiaries, thirteen gas utility subsidi- 
aries, seven combined gas and elec- 
tric utility subsidiaries, twenty-six 
nonutility subsidiaries, and five in- 
termediate public utility holding com- 
panies. UGI also has_ substantial 


holdings of securities in other utility 
holding, operating and nonutility com- 


panies. Among its subsidiaries is 
Public Service Corporation of New 
Jersey’ (hereinafter referred to as 
Public Service) of whose securities, 
at December 31, 1942, UGI held 2,- 
017,490 shares of common stock and 
10,000 shares of 8 per cent preferred 
stock, or 28.5 per cent of total voting 
power. 

As presently constituted, the sub- 
sidiaries of UGI operate in the states 
of Arizona, Connecticut, Delaware, 
Maryland, New Hampshire, New Jer- 


sey, Pennsylvania, and Tennessee. 
These operations include the purchase, 
sale, and interchange of electric en- 
ergy and manufactured gas between 
subsidiaries located in certain of these 
states and the supplying of common 
carrier transportation in and between 
New York, New Jersey, and Pennsyl- 
vania. UGI exercises control over, 
and renders supervisory services to, 
these subsidiaries from its principal 
office located in Philadelphia, Pennsyl- 
vania. 

The total assets of UGI, as shown 
by the consolidated balance sheet*® of 
December 31, 1942, were $759,725,- 
416, of which amount $504,137,205 
(66 per cent) consists of the assets of 
subsidiaries of UGI operating in the 
southeastern portion of Pennsylvania, 
the adjoining northern portions of 
Maryland and Delaware, and a por- 
tion® of New Jersey. Also included 
in such total assets are an aggregate 
of $124,302,303 of investments con- 
sisting principally of UGI’s holdings 
of preferred and common stocks of 
Public Service, carried by UGI at 
$59,137,587, and other interests in 
public utility and holding companies 
amounting to $45,354,552." 

Total operating revenues of the sub- 
sidiaries of UGI which it consolidates, 
for the year ended December 31, 1942, 
were $107,388,810, of which amount 
$90,184,656 (84 per cent) is attribu- 





10n August 12, 1942, 129 F(2d) 899, 45 
PUR(NS) 350, the United States circuit 
court of appeals for the third circuit af- 
firmed the Commission’s Order of Septem- 
ber 15, 1941, denying the application of Pub- 
lic Service to be declared not to be a sub- 
sidiary of UGI. On December 14, 1942, 
certiorari was denied by the United States 
Supreme Court. 

2Public Service is not consolidated because 
UGI owns less than 50 per cent of its com- 
mon stock, Public Service’s total consoli- 
dated assets, as of December 31, 1942, amount- 
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ed to $741,962,221, and its consolidated op- 
erating revenues for the year 1942 amounted 
to $167,393,136. 

SIncludes only the assets of Deepwater 
Light & Power Company in New Jersey. 

88 Consisting of: The Commonwealth & 
Southern Corporation—$10,281,326; Niagara 
Hudson Power Corporation—$16,395,013; 
Midland United Company—$5,897,481; Mid- 
land Utilities Company—$2,557,872; American 
Water Works and Electric Company, Inc.— 
$5,978,353; and Kansas City Gas Company— 
$4,244,507. 
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table to the subsidiaries in the area 
previously described. UGI’s total 
corporate income of $18,541,013 for 
the year 1942 was derived principally 
from dividends on the common stock 
of Philadelphia Electric Company 
($12,804,732), from investments in 
other subsidiaries consolidated ($2,- 
512,459) and from dividends on the 
common stock of Public Service 


($1,916,615). 


Philadelphia Electric Company 


Philadelphia Electric Company 
(hereinafter referred to as PE) was 
organized in 1929 in the common- 
wealth of Pennsylvania and is a pub- 
lic utility operating-holding company.* 
It owns directly or indirectly all of 
the voting securities of eleven active 
subsidiaries, seven of which own or 
operate facilities used in the produc- 
tion, transmission, or distribution of 
electric energy, including the federally 
licensed Conowingo hydroelectric 
project, located on the Susquehanna 
river in Maryland. These facilities, 
together with those of PE, are used 
in connection with the transmission, 
purchase, and sale of electric energy 
between PE and its subsidiaries op- 
erating in the states of Pennsylvania, 
Maryland, and New Jersey, and also 
between associate and nonassociate 
companies operating in the states of 
New York, Pennsylvania, Delaware, 
and New Jersey. 


PE’s principal business consists of 
the rendering of electric service in and 
around the city of Philadelphia and 
the manufacture and retail distribu- 
tion of gas in suburban areas and the 


selling of such gas at wholesale to 
other UGI system subsidiaries located 
in Pennsylvania and Delaware. The 
corporate and consolidated gross plant 
of PE per books, at December 31, 
1942, were $351,835,953 and $423- 
953,781, respectively. The gross rey- 
enues of PE on a corporate and con- 
solidated basis, for the twelve months 
ending December 31, 1942, were $83,- 
785,577 and $85,183,546, respective- 
ly. 


Status of the UGI Holding Company 
System under § 11(b) 


Section 11(b)(1)—Integration 


On March 4, 1940, the Commission 
instituted proceedings in respect of 
UGI and its subsidiaries, pursuant to 
§ 11(b) (1) of the act (often referred 
to as the geographical integration pro- 
visions ). 

Pursuant to a request by UGI, the 
Commission, without conceding the 
necessity for its action, issued on Jan- 
uary 18, 1941° a statement of tenta- 
tive conclusions as to the application 
of the provisions of § 11(b)(1) of 
the act to the holding company system 
of UGI as it was then constituted. In 
short, it was the Commission’s tenta- 
tive view that the “single integrated 
public-utility system” in the holding 
company system of UGI was com- 
posed of the units of electric generat- 
ing plants, transmission lines, and dis- 
tribution facilities owned or operated 
by PE and its direct and indirect sub- 
sidiaries, by Delaware Power & Light 
Company, and by Chester County 
Light and Power Company, in the 





#PE is a nonregistered holding company 
claiming an exemption pursuant to Rule U-2 
promulgated under the act. 
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5 Re The United Gas Improv. Co. Holding 
Company Act Release No. 2500, 37 PUR 
(NS) 91. 
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area of Pennsylvania, Delaware, and 
Maryland. 

Except for certain real estate and 
steam-heating facilities owned or op- 
erated in and around the Philadel- 
phia area, which were considered to 
be retainable with the single system, 
it was the Commission’s further ten- 
tative view that the provisions of § 11 
(b)(1) of the act precluded the re- 
tention under the common control of 
UGI of the properties constituting the 
tentatively defined single integrated 
system with (a) the gas properties of 
PE and the properties of other small 
gas subsidiaries of UGI; (b) the 
properties of the various other scat- 
tered public utility subsidiaries and 
holding company subsidiaries, includ- 
ing Erie County Electric Company 
and Luzerne County Gas and Electric 


Corporation; and (c) any of UGI’s 
interests in other utility and nonutil- 
ity businesses (including its holdings 
of securities of Public Service) .® 


Subsequently, various hearings 
were held with respect to the UGI sys- 
tem. The Commission, after con- 
sidering the record, briefs, and argu- 
ments, issued an order on April 15, 
1941 (reaffirmed May 7, 1942)? di- 
recting UGI to dispose of its direct 
and indirect holdings of securities of 
Arizona Power Corporation, Concord 
Gas Company, Manchester Gas Com- 
pany, Wyandotte County Gas Compa- 
ny, Nashville Gas and Heating Com- 
pany, New Haven Gas Light Compa- 
ny, Hartford Gas Company, The 


Bridgeport Gas Light Company, and 
Connecticut Railway and Lighting 
Company. 

Meanwhile, UGI, in April, 1941, 
sold its entire interest in the common 
stock of Connecticut Light and Pow- 
er Company, thereby obviating the 
necessity of Commission determina- 
tion as to its retainability. Also, in 
1941, UGI sold its stock interest in 
United Illuminating Company, Tor- 
rington Electric Light Company, and 
a major portion of its holdings in 
New Britain Gas Light Company. 

On July 30, 1941,* the Commission 
issued another order directing UGI to 
dispose of its direct and indirect in- 
terests in Commonwealth Utilities 
Corporation, Arizona Ice and Cold 
Storage Company, Crystal Ice and 
Cold Storage Company, Home Ice 
Company, Galveston Ice & Cold Stor- 
age Company, Merchants Ice and Cold 
Storage Company, National Ice and 
Service Company, New State Ice 
Company, St. Louis County Water 
Company, Springfield Ice and Refrig- 
erating Company, Welsbach Compa- 
ny, and Camden County Land Compa- 
ny. 

In December, 1941, and in April, 
1942, UGI disposed of its interests 
in the above-mentioned water, ice, and 
cold storage subsidiaries, leaving 
Commonwealth Utilities Corporation 
(and its subsidiary, Arizona Power 
Corporation), Welsbach Company, 
and Camden County Land Company? 





§ At the time the Commission announced its 
tentative conclusions, the status of Public 
Service as a subsidiary under the act was un- 
determined (see footnote 1). 

7Re The United Gas Improv. Co. (1941) 
Holding Company Act Release No. 2692; Re 
The United Gas Improv. Co. (1942) Holding 
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Company Act Release No. 3511, 47 PUR 
(NS) 352. 
8 Re The United Gas Improv. Co. Holding 
es Act Release No. 2913, 40 PUR(NS) 
2 


9 Welsbach Company and Camden County 
Land Company are presently in the process of 
liquidation. 
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the remaining subjects of the last- 
mentioned divestiture order. 

Petitions for review of the Com- 
mission’s two divestiture orders have 
been filed with the United States cir 
cuit court of appeals for the third cir- 
cuit. The cases have been briefed and 
argued and are pending before the 
court for decision. 

The Commission presently has be- 
fore it for decision the question of the 
retention by UGI of its interests in 
the electric utility assets of Luzerne 
County Gas and Electric Corporation 
and also certain motions made at pub- 
lic hearings held in regard to the re- 
tention by UGI of its holdings of se- 
curities of Public Service. 

The major issues, therefore, in the 
pending § 11(b)(1) proceedings 
which have not been finally considered 


by the Commission relate to a deter- 
mination of (a) the confines of the 
“single integrated public-utility sys- 


tem” of the holding company system 
of UGI; (b) the retainability of Erie 
County Electric Company; (c) the 
retainability of the gas properties 
owned or operated by PE and other 
UGI subsidiaries in and around Phila- 
delphia and the adjacent territory and 
also by Luzerne County Gas and Elec- 


tric Corporation; (d) the retainabil- 
ity of UGI’s security holdings of Pub- 
lic Service; and (e) the retainability 
of UGI’s holdings of securities issued 
by various other holding companies, 
operating utilities and nonutilities. 


Section 11(b)(2)—Corporation 
Simplification 

The UGI system has not, as yet, 
been the subject of proceedings under 
§ 11(b) (2) of the act (often referred 
to as the corporate simplification pro- 
visions ). 

However, apart from the question 
as to whether the holding company 
system, as presently constituted, is re- 
pugnant to the provisions of § 11(b) 
(2) in any other respect, it is imme- 
diately apparent from an inspection 
of the following corporate chart that 
the existence of UGI in the system’s 
corporate structure contributes both 
to excessive pyramiding in respect of 
the utility subsidiaries of (1) Public 
Service, (2) PE, (3) Commonwealth 
Utilities Corporation, and (4) Con- 
necticut Gas & Coke Securities Com- 
pany, and to the contravention of the 
mandatory requirement of § 11(b) 
(2) commonly known as the “great- 
grandfather clause.” ? 





1@This particular provision in § 11(b) (2) 
directs the Commission to require: “ 
each registered holding company (and any 
company in the same holding-company sys- 
tem with such holding company) to take such 
action as the Commission shall find necessary 
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in order that such holding company shall cease 
to be a holding company with respect to each 
of its subsidiary companies which itself has a 
subsidiary company which is a holding compa- 


” 


ny. 
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The contractions set 
represent are as follows: 

UG: & 

Conn. Gas & Coke 

P.E 


Commonwealth Util. Corp. 
Pub. Ser. of N. J. 

Sus. Util. Company 

P, E. Power 

Deepw. L. & P. 

Sus. Power Co. 

Deepw. Oper. Co. 


The Plan 


[1] The transactions proposed by 
UGI are submitted as a plan under 
§ 11(e) of the act. The transactions 
proposed by PE are the subject of sep- 
arate applications and declarations 
stated to be filed pursuant to §§ 6, 7, 
10, and 12 of the act, 15 USCA 
8§ 79f, 79g, 79j, 791, and the rules 
promulgated thereunder. However, 
since the various proposals constitute 
a composite plan to effectuate partial 
compliance with § 11(b) of the act, 
we will treat the filings of both com- 
panies as a plan pursuant to § 11(e) 
and will, therefore, consider such plan 
in the light of the standards of that 





Deepw. 


= 














forth in the above chart and the companies they 


The United Gas Improvement Company 
Connecticut Gas & Coke Securities Company 
Philadelphia Electric Company 
Commonwealth Utilities Corp. 

Public Service Corporation of New Jersey 
Susquehanna Utilities Company 

Philadelphia Electric Power Company 
Deepwater Light & Power Company 
Susquehanna Power Company 

Deepwater Operating Company 


section as well as all other applicable 
statutory provisions.” 

The more important aspects of the 
proposals may be summarized as fol- 
lows: 

1. PE will reclassify its authorized 
shares of no par common stock and 
will exchange shares of $1 dividend 
preference common stock and shares 
of new common stock, without par 
value, on the basis of nine-fortieths of 
a share of the $1 dividend preference 
common stock and thirty-one-fortieths 
of a share of the new common stock of 
PE for each share of the outstanding 
common stock of PE. 

2. Substantially all of the shares of 
the $1 dividend preference common 





Cf. Re Federal Water Service Corp. 
(1941) Holding Company Act Release No. 
2635, 8 SEC 893, 41 PUR(NS) 321; Re En- 
gineers Pub. Service Co. (1943) Holding 
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Company Act Release No. 4114, 47 PUR(N 
S) 219. Also see Rule U-20(a)(2) and 
Form U-1. 
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stock received by UGI, together with 
cash from its treasury, will be ex- 
changed by UGI for, and in liquida- 
tion and retirement of, its presently 
outstanding $5 preferred stock (all 
of which is publicly held), on the basis 
of three shares of $1 dividend prefer- 
ence common stock and $40 cash for 
each share of the $5 dividend pre- 
ferred stock of UGI. 

3. UGI will distribute pro rata to 
the holders of its shares of common 
stock, as a partial distribution of 
capital, substantially all the shares of 
new common stock of PE and sub- 
stantially all of UGI’s holdings of 
common stock of Public Service, on 
the basis of one-third share of the new 
PE common stock and one-twelfth 
share of the Public Service common 
stock for each share of the common 
stock of UGI. 

4. The plan provides that it shall 
be declared effective by the board of 
directors of UGI within ninety days 
after the entry by the Commission of 
an approval order; provided, how- 
ever, that in the event of any review 
of the order of the Commission under 
§ 24(a) of the act, 15 USCA § 79x 
(a), the plan will be declared effec- 
tive as soon as practical following the 
date on which the Commission’s order 
is affirmed and is no longer subject to 
judicial review. Consummation of 
the plan is contingent upon the favor- 
able vote of not less than a majority 
of the outstanding shares of common 
stock of UGI. UGI does not contem- 
plate requesting the Commission un- 
der § 11(e) of the act, to apply to a 
Federal court to enforce and carry 
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out the terms and provisions of the 
plan. 

5. The plan provides that, upon its 
becoming effective, the preferred stock 
of UGI shall represent no rights oth- 
er than the right to receive shares of 
the $1 dividend preference common 
and cash as provided under the plan; 
all other rights of the preferred stock- 
holder against or with respect to UGI 
are to cease and become void. The 
property and assets of UGI to be dis- 
tributed are to be made free and clear 
of the claims and demands of cred- 
itors and others. Contingent and oth- 


er liabilities and obligations to cred- 
itors and obligees are to continue and 
remain against UGI. 

The proposed exchanges and the 
distribution of the stocks of PE and 
Public Service are to be made as soon 
as practicable after the effective date 


of the plan. UGI contemplates ap- 
pointing Drexel & Co. as its agent in 
connection with the exchange of the 
preference common of PE and cash 
for the preferred stock of UGI. 

The stated objectives of the plan 
are “‘to presently distribute to the pre- 
ferred and common stockholders of 
UGI its major investments 
and approximately $30,600,000 cash 
resulting primarily from recent sales 
of certain securities formerly owned 
by UGI and, from time to time there- 
after, such other assets as may be 
deemed advisable and practicable.” * 

Upon consummation of the plan, 
the other interests of UGI remaining 
for further consideration are summar- 
ized in the plan as follows: 





12 Cf. the plan and the letter of transmittal 
to stockholders, 
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11-30-42 
Estimated 
or Market 

Value 


Book 
Investment 
*Stocks and advan- 
ces — subsidiary 
companies — ma- 

jority owned 

Investment _securi- 
ties—other _statu- 

tory subsidiaries. . 
Investments in stocks 
of other companies 
(principally hold- 

ing companies) . 
Bonds, receivables, 
equipment, etc. .. 


$49,468,333 $36,641,402 


1,255,163 436,235 


54,043,465 17,818,194 
6,204,441 2,014,329 
$110,971,402 $56,910,160 


* Exchange of Erie County Electric Com- 
pany for Eastern Shore Public Service Com- 
pany, currently under discussion, the combina- 
tion of the latter with Delaware Power & 
Light Company, and distribution of UGI Com- 
mon stockholders, would reduce these figures 
by $16,528,460 and $17,197,369. 


A substantial portion of the remain- 
ing interests of UGI, as reflected 
above, consists of its holdings of se- 





curities of its gas utility subsidiaries 
operating in and around Philadelphia 
and adjacent territory, and the securi- 
ties of public utility holding compa- 


nies (principally American Water 
Works and Electric Company, Com- 
monwealth & Southern Corporation, 
Niagara Hudson Power Corporation, 
and Midland United Company). 


Scope and Applicability of Section 
1l(e) of the act 


Under the provisions of § 11(e) of 
the act, the Commission may approve 
a voluntary plan if it is found to be 
(1) necessary to effectuate the provi- 
sions of § 11(b), and (2) fair and 
equitable to the persons affected there- 
by. 


[2-4] As we have held on several 


previous occasions and here reiterate, 
“to be necessary to effectuate the pro- 
visions of § 11(b)” does not mean 
that the action contemplated by the 
plan must be the only method or solu- 
tion for effectuating compliance. It 
is sufficient if the method selected, al- 
though one of several possible alterna- 
tives, is appropriate to the accomplish- 
ment of the statutory objectives. Oth- 
erwise there would be almost no case 
where a plan could be approved, for a 
number of alternative methods of 
compliance are ordinarily available.” 
A voluntary plan must, however, as a 
prerequisite to our approval, contem- 
plate some affirmative action designed 
to (a) limit the operations of the 
holding company system to a single 
integrated public utility system, to 
businesses incidental thereto, and to 
retainable additional systems; and (b) 
ensure that the corporate structure 
or continued existence of any company 
in the system does not unduly or un- 
necessarily complicate the structure of 
the holding company system or in- 
equitably or unfairly distribute voting 
power among security holders there- 
of. 

The proposed distribution by UGI 
of its holdings of securities of PE 
and Public Service will effectuate a re- 
duction of approximately $216,000,- 
000 in the assets per books of UGI, 
as of December 31, 1942, leaving a 
remaining balance of approximately 
$117,000,000. Similarly, it appears 
from the record the UGI’s estimated 
annual corporate income will be re- 


duced from $17,564,540 to $3,440,- 





18Re North Shore Gas Co. (1941) Hold- 
ing Company Act Release No. 3131, 41 PUR 
(NS) 131. Cf. Re Great Lakes Utilities Co. 
(1942) Holding Company Act Release No. 
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3419; Re Jacksonville Gas Co. (1942) Holding 
Company Act Release No. 3570, 45 PUR 
(NS) 65; Re Columbia Gas & E. Corp. aaa 
Holding Company Act Release No. 3885. 
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647. Coincident with this distribu- 
tion, the dominant voting position of 
UGI over the combined assets of Pub- 
lic Service and PE, aggregating $1,- 
215,876,328 per books as of Decem- 
ber 31, 1942, which attaches to UGI’s 
large stock ownership, will terminate. 
In this connection, it seems to us that 
it would be appropriate for UGI and 
PE to sever presently existing inter- 
locking relationships in respect of 
their common officers and directors. 

In addition to accomplishing a sub- 
stantial reduction in the operations of 
UGI, the proposed distribution will 
remove the violation of the “great 
grandfather” clause in respect of the 
utility subsidiaries of Public Service 
and will accomplish one step toward 
rectifying such violations in respect of 
PE and its subsidiaries. It will also 
simplify the security structure of 
UGI and facilitate its elimination as 
a holding company for unrelated util- 
ity properties. Of course, the pro- 
posed distribution will not eliminate 
the problems remaining with respect 
to the combination of gas and electric 
facilities of PE, as is referred to here- 
inafter. However, all things consid- 
ered, we are of the opinion that the 
action proposed in the plan is an ap- 
propriate means of accomplishing 
ing many of the steps contemplated by 
both §§ 11(b)(1) and 11(b)(2), 
and, therefore, to that extent, we find 
the plan “necessary to effectuate the 
provisions of § 11(b).” 
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Fairness of the Plan in Respect of 
Philadelphia Electric Company 


[5, 6] PE proposes to reclassify 
its 15,000,000 shares of authorized no 
par common stock into 2,369,076 
shares of $1 dividend preference com- 
mon stock (“preference common”) 
and 12,630,924 shares of new common 
stock (“new common’’), both with- 
out nominal or par value. Thereupon, 
PE will issue all of the authorized 
shares of preference common and 8,- 
160,154 shares of the authorized new 
common in exchange for its presently 
outstanding 10,529,230 shares of 
common stock in retirement thereof 
on the basis of nine-fortieths of a 
share of the preference common and 
thirty-one-fortieths of a share of the 
new common for each share of its 
presently outstanding common stock. 
Scrip will be issued in lieu of fraction- 
al shares. PE also proposes, upon 
consummation of the plan, to issue a 
maximum of 2,369,076 shares of new 
common from time to time in connec- 
tion with conversion of the prefer- 
ence common under the stockholders’ 
conversion privilege discussed below 
under the topical heading “Descrip- 
tion of Preference Common.” 

The corporate and consolidated cap- 
italization (including surplus) of PE 
per books, as of December 31, 1942, 
after giving effect to the proposed re- 
capitalization (actual capitalization 
being omitted for reasons stated in 
footnote (a) below), is reflected in 
the following tabulation: 
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Pro Forma* Capitalization and Surplus of Philadelphia Electric Company 
as of December 31, 1942 
Corporate 


% of 
Total 


Consolidated 
Amount Amount 
Long Term Debt: 
Philadelphia Electric Company, Ist & Ref. 
Mtge. Bonds—33%, due 3-1-67 
—22%, due 12-1-71 


$130,000,000 
20,000,000 


$150,000,000 
Philadelphia Electric Power Company, Ist 
Mtge. Gold Bonds 54% Series, due 2-1-72 


39.71 $130,000,000 
6.11 20,000,000 


45.82 $150,000,000 


$31,541,000 


Purchase money obligations of subsidiary 
Total long term debt 
Preferred Stock 


Philadelphia Electric Company—4.4%—274,- 
720 shs. of $100 par value (incl. $482,- 


210 premium) 


Philadelphia Electric Power Company—8% 


—480,000 shares of $25 par value 
Total preferred stock 


Common Stock 
—$1 div. pref.-no par, 2,369,076 shs. 
—Common-no par, 8,160,154 shs. 
Surplus 


Total Common stgck and surplus $149,416,649 
Total capitalization and surplus $327,370,859 


$137,816,005 


633,333 
$182,174,333 


$27,954,210 
12,000,000 
$39,954,210 


7.38 
3.17 


10.55 


8.54 


42.10 
3.54 


45.64 


100.00 


$137,816,005 36.37 
18,995,509** 5.01 


$156,811,514 41.38 
$378,940,057 100.00 


11,600.644** 


*The only change in the above from the actual capitalization is the reclassification of the 
present 10,529,230 shares of no par value common stated at $137,816,005 into the number of shares 


of common stocks shown above with such stated value to be applicable to both stocks. 


There 


is no change in the aggregate number of common shares outstanding. 
** Including $10,055,987 of surplus of Philadelphia Electric Company not available for 


dividend distribution. 


The aggregate stated value attribu- 
table to the preference common and 
the new common remains the same as 
that presently applicable to the out- 
standing common stock of PE. Con- 
sequently, there will be no dilution of 
the equity cushion presently underly- 
ing its oustanding debt and preferred 
stock. 


Description of Preference Common 


Dividends on the preference com- 
mon are cumulative, and no dividends 
may be declared or paid or other dis- 
tribution made on the new common 
until all dividends on the preference 
common have been paid. The prefer- 
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ence common and new common par- 
ticipate pro rata, share for share, in 
the event of liquidation, except that 
the preference common has a claim 
for any arrearages which may exist at 
that time. The preference common 
does not have preemptive rights to 
subscribe to additional shares of stock 
of PE. Each share of the preference 
common is convertible at the holders’ 
option into one share of new common 
during the first three years, into seven- 
eighths of a share for the next three 
years, into three-fourths of a share 
for the next three years, and into 
two-thirds of a share during the next 
three years, whereupon the conversion 

47 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


privilege expires.%* The two classes 
of stocks have the same voting rights, 
except that PE may not be voluntarily 
liquidated and its business wound up 
(not including a merger, consolidation 
or sale of substantially all of its prop- 
erty) without the consent of at least 
a majority of the outstanding shares 
of preference common. The full 
amount of the authorized preference 
common is presently being issued, and, 
according to the record, no further is- 
sues of stock are contemplated. 


Corporate and Consolidated Property 
Accounts 


Pursuant to the requirements and 
instructions of the Pennsylvania Pub- 
lic Utility Commission and the Fed- 
eral Power Commission, PE has made 
an original cost study of its corporate 
properties and has completed a reclas- 


sification of its property accounts on 
the basis of such study. 

In February, 1940, the entries nec- 
essary to reclassify the property ac- 
counts of PE on the basis of the origi- 
nal cost study were made and both of 
the above Commissions were so ad- 


vised. However, such regulatory 
authorities have not completed their 
examination of these studies and, as 
yet, have taken no official action with 
respect to such reclassification and the 
entries related thereto. 

PE’s gross property, as reclassified, 
amounting to $351,835.953, as of De- 
cember 31, 1942, does not include any 
amount designated Plant Adjustments 


(Account 107) but does include an 
amount of $6,304,227 designated as 
Plant Acquisition Adjustments (Ac- 
count 100.5). In connection with the 
latter PE has proposed that when re- 
lated property is retired the applicable 
amount of Account 100.5 will also be 
charged to the reserve for deprecia- 
tion but, pending the acceptance by 
the regulatory Commissions of the 
proposed treatment, no such charges 
have been made. 

As more fully discussed hereinafter 
under the topical heading “Deprecia- 
tion and Maintenance,” $10,055,987 
of PE’s restricted surplus may be uti- 
lized for adjustments in utility plant 
accounts at December 31, 1940, if 
such adjustments are required by util- 
ity regulatory agencies to be charged 
to such earned surplus. Although the 
record contains considerable evidence 
as to PE’s property account, and origi- 
nal cost study, we express no opinion 
at this time as to the validity of PE’s 
reclassified property accounts. 


Conowingo Project Property 


Of the combined property accounts 
of subsidiaries of PE, amounting to 
$72,117,828,% as of December 31, 
1942, $55,525,103 * related to Phila- 
delphia Electric Power Company and 
Susquehanna Power Company. Ac- 
cording to the record, these two sub- 
sidiaries, which are joint Federal li- 
censees of the Conowingo Project, 
filed with the Federal Power Commis- 
sion statements in detail on September 





13a Upon conversion the certificates of new 
common stock are to be issuable only in full 
share amounts; no fractional shares or scrip 
will be issued. 

14 This amount includes $10,232,469 gross 
property of Deepwater Light and Power Com- 
pany, which has a reserve for depreciation 
equivalent to about 32.4 per cent of its de- 
preciable property. 
47 PUR(NS) 


15 Of the $55,525,103 of combined gross prop- 
erty accounts of the joint licensees at Decem- 
ber 31, 1942, it is estimated that approximately 
$17,674,000 constitutes depreciable property. 
Their depreciation reserves, as of December 
31, 1942, were 22.2 per cent of such depreciable 
property. 
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28, 1934, of the cost of the initial 
Conowingo Project (superseding sev- 
eral previous statements), claiming 
the cost to be $55,042,225.29 as of 
December 31, 1932. 

In 1927, reports were served by the 
Federal Power Commission on the li- 
censees embracing engineering and ac- 
counting studies in connection with 
the project and containing recommen- 
dations for the disallowance or sus- 
pension for consideration of portions 
of the cost claimed by the licensees. 
Hearings in respect of this matter 
were held and completed in 1938, and, 
subsequently, briefs were filed, includ- 
ing a brief of the staff of the Federal 
Power Commission recommending 
for disallowance some $12,000,000 of 
claimed cost. The licensees contend 


that, on the basis of the whole record, 
the staff’s exceptions covering the 
whole $12,000,000 should be dis- 


missed. Certain other costs of which 
portions are controversial, including 
an amount of $4,105,000 of interest 
during construction, were referred by 
the brief of the staff of the Federal 
Power Commission to that Commis- 
sion for further consideration. 

In view of the foregoing, including 
the present undetermined status of 
these items, the relatively small amount 
thereof in relation to the consolidated 
property, the earnings of PE, and the 
existing availability of its surplus, we 
do not deem it necessary to attach any 
terms and conditions in respect of 
these items. 


Depreciation and Maintenance 


On a corporate basis, PE’s reserve 


for depreciation of $48,169,549 at De- 
cember 31, 1942, represented 13.7 per 
cent of gross property of $351,835,- 
953 and 14.7 per cent of depreciable 
property of $327,602,266 as of the 
same date. 


The annual accruals for deprecia- 
tion and expenditures for maintenance 
in recent years, as related to gross 
property and revenues, are reflected in 
the following tabulation: 


Depreciation 

& Maintenance 
jo ‘Oo 70 

of Gross of Gross of Gross 

Property Revenue Property 

14.72 

14.81 

13.19 

12.04 

11.90 

12.26 


Depreciation 
Accrual 


As a result of conferences during 
May to July, 1941, between represent- 
atives of PE, the staff of the public 
utilities division, and representatives 
of the Pennsylvania Public Utility 
Commission, PE agreed to revise its 
depreciation practices so as to increase 
its annual accruals from current earn- 
ings for depreciation purposes to not 
less than $7,000,000 * a year. (This 
compares with accruals of $5,870,000 
in 1940 and $5,345,000 in 1939.) 
Depreciation accruals to cover future 
net depreciable property additions are 
to be made at a corresponding annual 
rate. Further, $10,000,000 of earned 
surplus existing at December 31, 
1940, was restricted against dividend 
payments and may be utilized only for 
debits or credits with respect to cer- 
tain limited nonrecurring items.” 
The agreement is tentative pending 





16 Tt will be noted that the present rate of 
annual accrual of at least $7,000,000 is con- 
siderably in excess of the accruals for the 
previous years and is closer to the annual 
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depreciation accruals claimed by PE for tax 
purposes amounting to approximately $8,000,- 
000 in each of the recent years. 

17 “These nonrecurring items relate solely to. 
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final determination by regulatory au- 
thorities of PE’s property costs and 
the conclusion of PE’s studies of the 
present ages and probable useful lives 
of its utility assets. Meanwhile, PE 
has made substantial progress in its 
depreciation studies and expects to 
have them completed about April 1, 
1943. 

A summary of the corporate and 
consolidated gross plant, depreciation 
reserves, net plant, long-term debt and 
preferred stocks of PE, at December 
31, 1942, is reflected in the following 
tabulation : 


Gross Property 
Depreciation Reserve 


Net Property Per Books 
Debatable items— 

Account 100.5 (PE) 

Conowingo Items 
Restricted Surplus 


Net Property as Adjusted 


Long-term Debt 
Preferred Stock at Par Value 


Total Securities Ranking Prior to Common Stocks 


Relation of Debt and Preferred Stock 
to Property 

On a corporate basis, the presently 
outstanding funded debt of PE, 
amounting to $150,000,000, consti- 
tutes 49.4 per cent of net property per 
books. 

The ratios of debt and preferred 
stock of PE to its net plant and ad- 
justed net plant, on a corporate and 
consolidated basis as of December 31, 
1942, is reflected in the following tab- 
ulation : 


Debt and preferred to net plant 
Debt and preferred to adjusted net plant 


The preference common is not in- 
cluded in the above computations be- 
cause it has no prior claim over that 
of the new common (other than claims 
for dividend arrearages) in liquida- 
tion. 


Earnings Protection 


The recapitalization proposed by 
PE will not affect the earnings cov- 
erage of interest and other deductions 
and preferred dividends on either a 
corporate or consolidated basis, since 


Consolidated 
$423,953,781 
56,036,805 
$367,916,976 
(6,300,000) 
(16,100,000) 
(10,055,987) 
$335,460,989 


$182,174,333 
39,472,000 


$221 ,646,333 


Corporate 
$351,835,953 
48,169,549 


$150,000,000 
27,472,000 


.... $17,472,000 
the dividend requirements on the pref- 
erence common are junior to these 
prior charges. 

The following tabulation shows, for 
the years 1938 to 1942, inclusive, ona 
corporate and consolidated basis, the 
gross income of PE, as well as re- 
quirements for fixed charges, divi- 
dend requirements and over-all cover- 
ages, income applicable to common 
stock, and per share earnings thereon 
Corporate 

58.4 


61.8 66.1 


Consolidated 
60.4 





(a) adjustments in connection with utility 
plant accounts or other balance sheet accounts 
if such adjustments are required by state or 
Federal regulatory agencies to be charged 


against such earned surplus and were inherent 
in the accounts as of December 31, 1940, and 
(b) adjusting entries applicable to periods 
prior to December 31, 1940. The company 
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both before and after the requirements 
on the preference common stock. 


(000 omitted) 


Corporate Fixed 


the new common of PE was con- 
cerned, namely (a) it would make 


Charges Fixed Charges and 


and 
Preferred 
Dividends 
Gross 
Year Income 


COA ss nan cemeevexds $19,708 $6,191 
6,313 
6,340 
6,406 
6,176 
6,778 


25,180 
25,781 


Consolidated 


TOAD a cae aiteci neues s $23,448 $9,102 


9,128 
9,314 
9,371 
9,166 


29,183 9,800 


Summary 


It was the opinion of the presidents 
of UGI and PE, as well as of Edward 
Hopkinson, Jr., a partner of Drexel 
& Co., that the issuance of the prefer- 
ence common would in no way ad- 
versely affect the outstanding debt and 
preferred stock of PE nor would it 
adversely affect any future financing 
of PE by the issuance of additional 
debt and preferred stock. It was also 
their opinion that the issuance of the 
preference common would result in 
two distinct advantages in so far as 


Dividend Require- 
ment Earned 
Before After Before 


Earned per 
forCommon Share Common 
After Before After 
$1 $1 $1 $1 $1 
Div. Div. Div. Div. Div. 
2.30 $13,517 $11,148 $1.28 $1.37 

15,652 13,283 

19,152 16,783 

19,700 17,331 

16,635 

16,634 


Balance 


$14,346 
16,455 
19,756 
20,236 
19,292 16,923 
19,383 17,014 


available additional income for the 
payment of dividends to the new com- 
mon on a per share basis,’* and (b) 
that it would effect a distribution of 
the new common to over 100,000 
stockholders. 

It was deemed probable that the 
new common of PE would be listed on 
one or more securities exchanges and 
that the establishment of active mar- 
kets through this wide distribution 
would afford PE a better opportunity 
to do its own junior financing. In 
this connection, there seems little 


$11,977 
14,076 
17,387 
17,867 





shall be deemed to have complied with this 
restriction if earned surplus at the end of any 
succeeding fiscal year shall be $10,000,000 or 
more unless reduced by amounts properly 


charged as permitted under clauses (a) and 
(b) above. 

“This restriction may be removed only by 
application to and approval by the Securities 
and Exchange Commission.” 


18 The increase in per-share earnings for common on the pro forma basis compared with 
present earnings per share is illustrated below, using corporate 1942 net income: 


Common 


Shares 


Net income after dividends on 


WAM RE a vet alinluew sc in cus Kies 10,529,230 
2,369,076 


Applicable to present common to be 
reclassified as preference common 


Pro Forma 
Per 
Share 


Actual 

Per 
Share Amount 
1.28 $13,516,962 1.28 


1.28 2,369,076 —1.00* 


ee 


Amount 
$13,516,962 
3,041,315 





Balance applicable to present com- 
mon to be reclassified as new 
common 


8,160,154 


$10,475,647 1.28 $11,147,886 1.37 


* Represents $1 dividend to which preference common will be entitled. 


[20] 
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question that PE can finance itself up- 
on much more favorable terms than 
UGI could render such financial aid 
through the sale of its own securities. 

As to the effect of the recapitaliza- 
tion upon the minority holders of the 
present PE common stock, their rela- 
tive position in respect of aggregate 
earnings and assets would remain the 
same, since each present share of com- 
mon will be replaced by an equivalent 
stock interest in preference common 
and new common; nor will their nor- 
mal voting rights be affected. 

According to the record, the pro- 
posed recapitalization and the distri- 
bution of the new shares of PE’s com- 
mon stock to UGI’s stockholders will 
in no way affect the contractual obli- 
gations of PE (such as purchasing, 
and the sale and interchange of ener- 
gy) or physical operations of PE, nor 
would it result in any additional ex- 
pense to PE other than the expenses 
incident to dealing with an enlarged 
list of stockholders, i. e., stock trans- 
fer charges, stockholders’ reports, and 
possible listing fees. 

Through the proposed recapitaliza- 
tion and the distribution to the UGI 
stockholders, PE will have taken one 
step toward extricating itself and its 
subsidiary companies from the exist- 
ing repugnancy to the great grand- 
father clause of § 11(b)(2). Also, 
the proposed action will effect sub- 
stantial progress toward the accom- 
plishment of the objectives of § 11 
(b) of the act, making possible a re- 


organization of the UGI holding com- 
pany system involving a substantial 
limitation of the area of operation and 
a simplification of its corporate struc- 
ture. 

In the light of all the circumstances, 
we find that the proposed plan is fair 
and equitable with respect to PE. 


Fairness of Plan to UGI Preferred 
and Common 


Pursuant to the foregoing recapi- 
talization, UGI, as the present owner 
of 10,244,262 shares of the common 
stock of PE, will receive in exchange 
therefor 2,304,958.95 shares of pref- 
erence common and _ 7,939,303.05 
shares of new common of PE. UGI 
then proposes to distribute 2,295,438 ® 
shares of the preference common, to- 
gether with $30,605,840 in cash, in 
exchange for its outstanding shares 
of $5 preferred stock; such exchange 
to be made upon the basis of 3 shares 
of preference common and $40 in cash 
for each share of the UGI $5 pre- 
ferred stock. Thereupon, UGI will 
distribute pro rata to the holders of 
its shares of common stock, as a par- 
tial distribution of capital, 7,750,670” 
shares of the new common stock of 
PE and 1,937,667.5 * shares of the 
common stock of Public Service; such 
distribution to be on the basis of one- 
third of a share of the new PE com- 
mon and one-twelfth of a share of 
Public Service common. Scrip will 
be issued for fractional shares. 





19 According to the record, it is contemplat- 
ed that the balance of 9,520.95 shares of pref- 
erence common will be disposed of. 

20 It is also contemplated that the 188,633.05 
shares of new common of PE remaining after 
the proposed distribution will be disposed of. 

211Tt is also contemplated that the 79,822.5 
shares of common stock of Public Service 


47 PUR(NS) 


remaining after the proposed distribution are 
to be disposed of. The balances of shares list- 
ed in footnotes 19, 20, and 21 are occasioned 
by the difficulty of choosing a common de- 
nominator which would permit, for practical 
purposes, the complete distribution of all these 
securities. 
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Capital Structure 
The corporate capitalization (in- 
cluding surplus) of UGI, at Decem- 
ber 31, 1942, before and after giving 
effect to the proposed transactions, is 
as follows: 


$5 Dividend preferred stock, no par 765,146 


shares 22 


Common stock, no par—23,252,010 sh. ........ $204,111,554 


Earned surplus 
Total common stock and surplus 


Total capitalization and surplus 


Composition of UGI’s Assets 
and Liabilities 


About 45 per cent of UGI’s invest- 
ment account, aggregating $296,474,- 
756, as of December 31, 1942, is rep- 
resented by its holdings of the present 
PE common stock carried at approxi- 
mately $132,000,000. The remain- 


der is made up of securities of the fol- 
lowing: 


Public Service common, approxi- 
mately 

Other holding companies, 
proximately 

Public utility subsidiaries, ap- 
proximately 

Other utilities and non-utilities, 
approximately 


ap- 
44,300,000 24 


35,350,000 
25,400,000 


Its net current assets at the above 
date were about $30,567,000 and de- 


ferred charges were $3,558,000. Re- 
serves aggregated $18,303,749. 

UGI has no funded debt, as al- 
ready noted, and its stock liability con- 
sisted of 765,146 shares of $5 divi- 
dend preferred stated at $75,139,726 


Pro Forma 
Changes 


$75,139,726 


Per Books 
$75,139,726 


Pro Forma 








$155,727,581 
33,076,033 17,000,00028 


$48,383,973 
16,076,033 





$237,187,587 





$172,727,581 $64,460,006 





$312,327,313 





$247,867 ,307 $64,460,006 
(somewhat less than its liquidation 
preference of $100 per share), and 
23,252,010 shares of common stock 
stated at $204,111,554. As of De- 
cember 31, 1942, it had no capital sur- 


plus, but its books showed an earned 
surplus of $33,076,033. 


Earnings and Dividends Coverage 
Corporate net income of UGI avail- 
able for dividends on its $5 preferred 
stock and the annual preferred divi- 
dends paid for each of the years 1938- 
1942, inclusive, were as follows: 
Net 


Income 
$15,092,427 
20,606,189 
26,391,349 
26,635,789 3,826,080 6.95 
26,053,950 3,826,080 6.81 


Times 
Earned 
3.94 
5.38 

6.90 


Preferred 
Dividends 
$3,825,968 
3,826,080 
3,826,080 





22 Approximately 497,000 shares were issued 
in 1929 as a result of the reclassification by 
UGI of its then outstanding common stock in- 
to preferred and common stock. Such stock 
was stated on UGI’s books at $100 per share, 
but the Treasury Department, for tax pur- 
poses, used a price of $94 per share, the aver- 
age sales price on the effective date. In 1931, 
250,000 additional shares of preferred stock 
were sold at $944 per share to bankers who 
in turn sold them to the public at $98 per 
share. The balance of approximately 18,000 
shares was issued in 1929 and 1930 in ex- 
change for various blocks of securities of af- 
filiates on the basis of, and were stated at, 
$100 per share. 

23UGI proposes to transfer $17,000,000 to 
a “Reserve for Possible Losses on Invest- 
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ments,” together with the difference between 
the exchange value of the 2,295,438 shares of 
$1 dividend preference common stock of Phil- 
adelphia Electric Company being delivered to 
UGI Preferred stockholders and the invest- 
ment cost or book amount to UGI of such 
shares, such difference amounting to $14,950,- 
403. Into this reserve there will be merged 
the $18,189,738 now in the contingent reserve 
of the company, making a total in the “Re- 
serve for Possible Losses on Investments” of 
$50,140,141. 

24 Three of these companies, i. e., Common- 
wealth & Southern Corporation, Midland 
United Company, and Niagara Hudson Power 
Corporation, are presently involved in separate 
proceedings under § 11 of the act. 
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The income available ® for the sys- 
tem securities for the same period and 
the total prior fixed charges and pre- 
ferred dividend requirements of UGI 
and its subsidiaries were as follows: 


Times 
Charges 
Prior & Pref. 
Charges and _ Divi- 
Preferred dends 
Dividends Earned 


$15,539,750 1.84 
16,319,335 2.10 
19,315,848 2.25 

44,385,586 19,492,338 2.28 

42,512,371 19,505,784 2.18 


Dividends on UGI’s holdings of the 
common stock of PE were the prin- 


cipal source of income in the years 
1938-1942, inclusive, as follows: 


Income 
Available 
for System 
Securities 
$28,568,256 
34,269,969 
43,496,121 


% 

of Total 

Income 
69.1 
64.5 
62.5 
62.2 
63.5 


Total 
Income 
$18,541,013 
23,813,448 
29,469,365 
29,642,348 
29,020,128 


Dividends 
From PE 
$12,804,732 
15,359,016 
18,430,819 
18,430,819 
18,430,819 


Fairness of the Exchange 


As indicated in the above tabula- 
tions, UGI’s holdings of the common 
stock of PE have been the source of 
somewhat over 60 per cent of the 
earnings coverage for annual divi- 
dends on UGI’s preferred stock. 
Through the proposed exchange, 60 
per cent of the preferred stockholder’s 
present $5 dividend, or $3 to be de- 
rived from the three shares of PE 
preference common, will be represent- 
ed by a direct and preferential claim 
upon substantially the same amount of 
net income of PE but without deduc- 
tion for the presently intervening tax- 
es and expenses now applicable to 





25 Consists substantially of gross income of 
subsidiaries consolidated plus “other income” 
derived from holdings of securities of non- 
consolidated companies less expenses and tax- 
es of UGI. 
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UGI. Furthermore, the foregoing 
tabulations indicate that the consoli- 
dated earnings coverage of this $3 of 
dividends will be somewhat better 
(2.04 as against 1.84) than that of 
the present UGI preferred stock. In 
addition, the UGI preferred stock- 
holder is receiving a direct interest in 
PE’s earnings and assets in exchange 
for his present indirect interest there- 
in plus his claim upon UGI’s revenue 
from other sources. 

It will be noted that the UGI pre- 
ferred and PE preference common are 
closely comparable stocks, on a con- 
solidated earnings basis, but that the 
UGI preferred is more remote from 
underlying assets and earnings, and is 
somewhat more vulnerable to earnings 
fluctuations. 

The principal respects in which the 
stocks differ rest on the fact that the 
PE preference common does not have 
a liquidation preference, is not callable, 
and is not necessarily limited to its 
$1 preferential dividend in view of its 
convertibility into PE new common 
stock. 

The significance of the absence of 
liquidation preference depends princi- 
pally upon whether the liquidation of 
PE be regarded as a remote or possi- 
ble contingency. It should be noted 
that voluntary liquidation can occur 
only with the consent of a majority 
vote of the PE preference common, 
voting as a class. The fact that the 
PE preference common is not callable 
is an advantage not presently enjoyed 
by the UGI preferred. The converti- 
ble feature of the PE preference com- 
mon adds some contingent value to 
that stock since it removes the inflex- 
ible upper limit upon the holder’s in- 
terest in prospective earnings, but de- 
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tracts nothing from his preferential 
right to $1 per share in dividends. 

In addition to weighing the relative 
advantages and disadvantages of the 
PE preference common and the UGI 
preferred stock, it is necessary to take 
into account the fact that the UGI 
preferred stockholders are receiving 
$40 in cash in addition to three shares 
of the preference common stock. 

The day-to-day market prices of 
UGI’s preferred stock or the estimat- 
ed market price of the preference com- 
mon of PE are not determinative of 
the fairness of the proposed exchange, 
nor can we accord them great weight 
in this respect.*® 

It seems obvious, from our earlier 
summary of the status of the holding 
company system of UGI in the light 
of the provisions of § 11(b) of the 
act, that the system must undergo 
major readjustments to bring it into 
conformity with the integration and 
simplification provisions of the act. 
In the course of effectuating these re- 
adjustments, it seems reasonable to 
expect that the preferred stock of UGI 
may be retired. In such event, the pre- 
ferred stockholder may receive cash 
or securities of different proportions 


and character than that proposed un- 
der the plan before us. It is conceiv- 
able that such stockholder might re- 
ceive securities representing an inter- 
est in several holding companies, in 
Smaller scattered utility and nonutil- 
ity companies, or in cash, in whole or 
in part, whereas under the present pro- 
posal he is receiving a portion in cash 
and a portion in securities of one of 
the select companies in the system 
which, upon the basis of its present 
and past income record, affords a sub- 
stantial coverage for the dividend re- 
quirements of the new preference com- 
mon to be received in the proposed ex- 
change. In addition thereto, the hold- 
er of the preference common of PE 
is given the opportunity of retaining 
his preferred claim to the income of 
PE and, through the conversion fea- 
ture, can participate in any improve- 
ments in the earnings and dividends 
accruing to the new common of PE. 
UGI’s common stockholders, upon 
consummation of the proposed plan, 
will have had removed the prior claims 
of the preferred stock to UGI’s assets 
and earnings and will be in a position 
to receive the benefits not now enjoyed 
which are incident to the direct owner- 





26 For this reason, we cannot accede to the 
contention of counsel for two common stock- 
holders of UGI that the plan is unfair to 
them because the preferred stockholders of 
UGI will receive securities, the market price 
of which, together with cash, exceeds the 
liquidating preference of $100. 

Counsel further objects to the fairness of 
the plan for the reasons that (1) no cash is 
proposed to be distributed to UGI’s common 
stockholders, and (2) the plan does not pro- 
vide for the distribution of UGI's holdings in 
Niagara Hudson Power Corporation and, con- 
sequently, the UGI common stockholder will 
be unable to represent his interest in proceed- 
ings pending before us in respect of Niagara 
Hudson. 

_We find no merit in either of these objec- 
tions. In the first place, as between the pre- 
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ferred and common stockholders of UGI, the 
former ought to receive, as far as possible, 
satisfaction of their claim in assets whose 
value is less subject to fluctuation. The fact 
that there is a difference in the nature of the 
assets to be received does not render the plan 
unfair or inequitable to the common stock- 
holders. 

The second objection presupposes that the 
management of UGI will not take such steps 
as it deems appropriate to protect the inter- 
ests of its stockholders and, in addition, as- 
sumes that the holder of an indirect interest 
would be precluded necessarily from participa- 
tion in proceedings before us. (See Rule 
XVII (b) of the Commission’s Rules of Prac- 
tice.) Further, this latter argument is ad- 
dressed, not to the fairness of the plan, but 
to the fact that it does not, in one step, solve 
all the problems confronting UGI. 
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ship of UGI’s portfolio securities. As 
a direct owner of the securities of PE 
and Public Service, the income gener- 
ated by these investments can flow di- 
rectly to UGI’s common stockholders, 
undiminished by the express attribu- 
table to the continued interposition of 
UGI.” 

On a comparative dividend basis, 
the holders of the UGI common, who 
are currently receiving dividends at 
the rate of 40 cents per share annual- 
ly, would receive 48.3 cents per annum 
if the current quarterly dividend pay- 
ments now being made by PE and 
Public Service are continued, as fol- 
lows: 


From rd share of PE Common .. 40.0 cents 
From 1/12th share of Public Serv- 


ice Common 08.3 cents 


48.3 cents 


In addition, it is estimated in the 
plan that there will be available to 
UGI common from remaining invest- 
ments earnings of about 7 cents per 
share. 

Other matters of significance to the 
common stockholders of UGI are (a) 
the use of approximately $30,000,000 
in cash derived from the sale of in- 
vestments to retire a portion of UGI’s 
preferred stock carrying an annual 
dividend rate of $5, (b) the substan- 
tial savings which the proposed meth- 
od of distribution accomplishes as 
against the market sale of securities, 
and (c) the fact that holding company 
common stocks are generally valued in 
the market at discounts from their pro 
rata interest in the market value of the 
holding company’s portfolio securities. 





27 The savings accruing to UGI as a result 
of the plan are estimated to be $1,134,133 
(taxes); no estimate has been given of the 
other economies which may be effected. 
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Under all the circumstances, we con- 
clude that the plan provides full com- 
pensation for the rights of the pre- 
ferred stock, whether such rights are 
assessed on the basis of its liquidating 
preference or its preferential right to 
future income, and that the plan is 
fair and equitable to the UGI pre- 
ferred stock and common stock. 


Fairness to Other Persons Affected 
by the Plan 


[7] UGI owes no direct obligations 
beyond its current liabilities which, 
per books at December 31, 1942, con- 
sisted principally of dividends de- 
clared and accrued taxes. After giv- 
ing effect to the distribution of $30,- 
605,840 provided for in the plan, cur- 
rent liabilities will be equalled substan- 
tially by current assets.” 

However, the record reveals that 
UGI is contingently liable under guar- 
anty and indemnification agreements, 
and it remains to be seen whether the 
proposed distribution of UGI’s assets 
is fair and equitable to the beneficiar- 
ies of these indirect and contingent li- 
abilities. In brief, these contingent 
liabilities may be described as follows: 

1. UGI guarantees the principal 
and interest on $2,983,000 of 5 per 
cent mortgage bonds of public utility 





28 Current assets and current liabilities, per 
balance sheet of UGI as of December 31, 1942, 
after giving effect to the plan, are as follows: 


Current Assets: 
Cash and temporary cash invest- 
ments 
Dividend special deposits 
Other current assets 


$1,409,948 
574,625 


$2,095,475 


Total Current Assets .... 
Current Liabilities : 
Dividend declared 
Accrued taxes 
Other current liabilities 


78,533 
Passos 
102,883 


Total Current Liabilities .. $2,133,580 
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companies, which guaranties are cov- 
ered, in part, by indemnification agree- 
ments of other public utility compa- 
nies and, in part, of other holding 
companies. According to the record, 
UGI has never been called upon to 
make any payments pursuant to these 
guaranties, nor is it anticipated that 
it will be called upon to make pay- 
ments in the future. 

2. UGI is guarantor of the interest 
only on $12,153,000 principal amount 
of Connecticut Railway and Lighting 
Company first mortgage 43 per cent 
bonds, due 1951, of which $5,444,000 
principal amount is held by the public 
and $6,709,000 held in the sinking 
fund. Against the annual interest 
charge of $546,885 on these bonds 
(including bonds held in the sinking 
fund) Connecticut Railway and Light- 
ing Company receives $402,354 annu- 
ally as rental income from the lease of 
its gas and electric properties in addi- 
tion to material income from the op- 
eration of its transportation proper- 
ties. According to the record, the only 
past payments UGI has been called 
upon to make were during the years 
1936, 1937, and 1938, such payments 
aggregating $480,000, all of which 
were repaid prior to May, 1941. 

3. UGI is obligated, until 1951, to 
indemnify the guarantor of the pay- 
ment of dividends of $3 per share per 
annum on 198,997 shares of preferred 
stock of The Connecticut Gas & Coke 
Securities Company, a UGI subsidi- 
ary, which owns substantially all of 
the common stock of New Haven Gas 
Light Company and a minority inter- 
est in the common stock of The Hart- 





_ The guaranty agreement was entered into 
in 1904 and expires with the maturity of the 
bonds on January 1, 1951. 
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ford Gas Company. From 1927, 
when UGI’s obligation commenced, to 
December 31, 1942, UGI has ad- 
vanced an aggregate amount of $771,- 
283, all since 1936, the largest amount 
in any one year being $214,917. 

4. UGI guarantees until 1999 the 
faithful performance by its subsidiary, 
The Philadelphia Gas Works Com- 
pany, of its obligations under a prop- 
erty-operating agency agreement with 
Northern Liberties Gas Company. 
UGI’s annual liability for the past five 
years has averaged $34,300. 

5. UGI is contingently liable for 
Pennsylvania franchise tax assess- 
ments, presently under appeal, in the 
aggregate amount of $215,000. 

6. UGI, under a suretyship agree- 
ment, dated December 30, 1937, guar- 
antees the faithful performance by its 
subsidiary, The Philadelphia Gas 
Works Company, of its obligations, 
entered into under an agreement with 
the city of Philadelphia relative to the 
operation of the Philadelphia Gas 
Works. It appears from the record 
that the expiration date of the operat- 
ing agreement is indefinite, the earliest 
termination date being 1951 and the 
latest 1958. The annual rentals of 
$4,200,000 derived from gas revenues, 
have been assigned by the city of Phil- 
adelphia as security for the $41,000- 
000 principal amount of 34 per cent 
trust certificates of which, according 
to the record, $34,078,000 are now 
outstanding against which the trustee 
holds a cash reserve of $3,200,000. 

Of the obligees under the foregoing 
indirect and contingent liabilities, only 
the city of Philadelphia appeared at 
the hearings in these proceedings. 
Counsel for the city filed a brief and 
subsequently forwarded to the trial 
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examiner for inclusion in the record 
an exchange of correspondence be- 
tween him and the president of UGI. 
The latter’s letter contains the follow- 
ing statement : 

“The United Gas Improvement 
Company does not intend to make any 
future distribution of any of its cap- 
ital assets, other than those covered 
by the plan now pending before the 
Securities and Exchange Commission, 
without affording the city an oppor- 
tunity to be heard with respect there- 
to, and in any future plan of distri- 
bution of its capital assets the com- 
pany will make such provision as may 
be adequate for the protection of the 
rights of city under its agreement with 
The Philadelphia Gas Works Com- 
pany of December 30, 1937, as amend- 
ed, and the agreement of the United 
Gas Improvement Company guarantee- 
ing the performance thereof.” 

The reply of counsel for the city 
states that in view of the foregoing: 

* the city of Philadelphia 
will not press any objection to the 
granting by the Securities and Ex- 
change Commission of its approval of 
the plan filed by The United Gas Im- 
provement Company on December 22, 
1942; this, of course, is without prej- 
udice to its right to object to any dis- 
solution or future plan involving fur- 
ther distribution of its capital assets.” 

The record indicates that, upon the 
consummation of the partial distribu- 
tion of assets proposed in the plan, 
there will remain approximately one- 
third of UGI’s assets, per books, rep- 
resenting a book investment of $110,- 
971,402, to which UGI accords an 
estimated or market value, at Novem- 
ber 30, 1942, of $56,910,160. It also 
appears that the estimated annual in- 
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come which will be derived from these 
remaining assets is $3,440,647. 

In view of the foregoing, including 
the nature of UGI’s contingent obji- 
gations, the unlikelihood that UGI 
will be called upon to the extent of its 
maximum indirect liabilities thereun- 
der, the ownership by the primary 
obligors of substantial assets and 
sources of income whereby a very con- 
siderable portion of these liabilities 
have been and can be met in due course 
as they mature, the existence of agree- 
ments with respect to some of these 
guaranties whereby UGI is indemni- 
fied by companies which do not appear 
to be irresponsible, and since the re- 
maining assets and earning power of 
UGI appear to be substantial in pro- 
portion to the amount of UGI’s rea- 
sonably foreseeable actual liabilities, 
we therefore find that the plan is fair 
and equitable to the beneficiaries of 
UGI’s guaranty and suretyship agree- 
ments. 


Solicitation Material 


The proposed solicitation material 
to be used in connection with obtain- 
ing the vote of the common stockhold- 
ers of UGI upon the plan is satisfac- 
tory. However, under the provisions 
of § 11(g) of the act, the solicitation 
must be accompanied by a report of 
the Commission upon the plan, and 
our order to be issued herein will so 
provide. Any follow-up literature 
which may be sent to the stockholders 
should be submitted to the Commis- 
sion at least five days in advance of 
its use. 


Fees and Expenses 


The expense of the proposed trans- 
action by PE is estimated to be $123,- 
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560 and consists of printing and en- 
graving stock certificates ($15,360), 
registrar fees ($24,000), the cost of 
opening accounts for approximately 
100,000 new stockholders ($75,000), 
and expenses of reclassifying common 
stock ($9,200). 

UGI’s estimated expenses of $354,- 
916 consist, in substantial part, of 
Pennsylvania transfer tax ($239,- 
865), miscellaneous clerical, station- 
ery, and mailing costs ($62,000) and 
the use of Drexel & Co. as agent for 
the distribution of the preference com- 
mon of PE and cash in exchange for 
and retirement of the UGI preferred 
stock ($33,051). The record does not 
contain a statement or estimate of the 
cost to UGI for the financial advisory 
services Of Drexel & Co. in connec- 
tion with the formulation of the plan 
nor the legal expense involved in re- 
spect of this plan. Since the state of 
the record is not such as to enable us 
to pass upon the reasonableness of (a) 
the expense attributable to the finan- 
cial advisory service, (b) the expense 
to be incurred in the use of Drexel & 
Co. as agent, and (c) the legal expense 
involved, we will reserve jurisdiction 
with respect to these matters. How- 
ever, the expense attributable to the 
other items, as mentioned above, does 
not appear to be excessive and will be 
approved. 


Other Matters Considered 


As has been more fully discussed 
hereinbefore, proceedings are pending 
under § 11(b)(1) of the act with re- 
spect to The United Gas Improvement 
Company and its Subsidiary Compa- 
nies, Respondents (File No. 59-6) in 
which there are several issues which 
require further consideration and dis- 
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position by the Commission. The 
various transactions herein proposed 
by PE and UGI, which have been 
consolidated for hearing and disposi- 
tion with the § 11(b)(1) proceed- 
ings, if and when consummated, will 
eliminate the necessity of further ac- 
tion relative to some of these issues. 

If and when the plan is consummat- 
ed, we shall take such action as is 
deemed appropriate in the circumstan- 
ces with respect to PE’s present status 
as a respondent in the pending § 11 
(b)(1) proceedings. However, it 
should be noted that, irrespective of 
the continuance of PE’s status in said 
proceedings, there remains for our 
further consideration and disposition 
the question of the continued owner- 
ship and control by PE of its combi- 
nation of gas and electric properties. 

[8] As to the interests of UGI 
which are the subject of our divesti- 
ture orders of July 30, 1941, and May 
7, 1942 (previously described here- 
in, footnotes 7, 8), now nending on 
review before the United States cir- 
cuit court of appeals for the third cir- 
cuit, we desire to emphasize that our 
approval of the transactions herein 
proposed by PE and UGI shall in no 
way be deemed to be a modification, 
waiver, Or concession in respect of the 
premises upon which they are rested, 
nor shall it be interpreted as affecting 
or prejudicing our position with re- 
spect thereto or the force and effect of 
our outstanding orders. 

As to the other remaining interests 
of UGI, it is anticipated that the 
pending § 11(b)(1) proceedings will 
be reconvened in due course for fur- 
ther consideration and disposition 
thereof by the Commission. 

In accordance with the foregoing, 
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our order to be issued herein will con- 
tain appropriate reservations and con- 
ditions. 


Compliance with Applicable Prowi- 
sions of the Act 


[9-11] Except as to those matters 
over which we reserve jurisdiction, we 
find that the proposed transactions are 
necessary to effectuate the provisions 
of § 11(b) of the act and are fair and 
equitable to the persons affected there- 
by. With respect to the security is- 
suies, acquisitions, and dispositions 
before us, our findings under § 11(e) 
involve, among other things, findings 
that these transactions also satisfy 
other applicable statutory standards, 
including a finding that they are con- 
sistent with the public interest and the 
interest of investors and consumers. 

The securities to be issued in con- 
nection with the plan are (a) scrip 
certificates by UGI for fractional 
shares occasioned in the distribution 
of the new common of PE and the 
common stock of Public Service; (b) 
the new common stock, $1 dividend 
preference common stock and _ scrip 
certificates presently to be issued by 
PE and subsequently, from time to 
time, the issuance of additional shares 
of new common in exchange for 
shares of preference common pursuant 
to the conversion privilege hereinbe- 
fore described. The proposed transac- 
tions by PE have been expressly ap- 
proved by the Pennsylvania Public 
Utility Commission. We do not find 
it necessary to determine whether the 
proposed issues by PE are “solely for 
the purpose of financing the business” 
of PE so as to grant the exemption 
provided by § 6(b) of the act, as we 
are of the opinion that the applicable 
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standards of § 7 are met if we treat 
the security issues before us as a dec. 
laration under that section. The pro- 
visions of § 7(c)(1) are inapplicable 
to the issues by PE and UGI because 
the “security is to be issued or sold 
solely (A) for the purpose of refund- 
ing, extending, exchanging, or dis- 
charging an outstanding security of 
the declarant .”’ as well as “for 
the purpose of effecting a 
organization.” (Section 
(A).) 

In the absence of strong counter- 
vailing factors, the standards of § 7 
(d) would make it difficult for us to 
permit the issuance by PE of the divi- 
dend preference common stock, partic- 
ularly in respect of the adaptability of 
such security to PE’s security struc- 
ture (§ 7(d)(1)) and the appropri- 
ateness of such security to the eco- 
nomic and efficient operation of PE’s 
business ($ 7(d)(3)). We are con- 
strained, however, to permit the issu- 
ance of the preference common, under 
the standards of § 7(d), in this in- 
stance because dividends on the $1 
dividend preference will be well cov- 
ered by earnings and the outstanding § 
debt and preferred stock undisturbed 
in their liens and preferences ; the sub- 
stantial common stock equity cushion 
underlying the outstanding debt and 
preferred stock of PE will not be af- 
fected ; the preference common is con- 
vertible into common stock and has a 
substantial measure of protection 
against voluntary liquidation which 
would require the approval of a ma- 
jority of the holders of the preference 
common stock; the issuance of the 
preference common is a component 
element in a plan which will effectuate 
a wide distribution of PE’s common 
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tock with a resultant improvement in 
its ability to do equity financing and 
will subserve a substantial public in- 
wrest by enabling PE and UGI to 
lve many of their problems under 
the integration and simplification pro- 
yisions of the act. Likewise, we make 
no adverse findings under § 7(d) in 
respect of the proposed issuance of 
sript certificates by UGI. 

The new securities of PE are ex- 
empt from the competitive bidding 
requirements of Rule U—50 pursuant 
to the provisions of paragraph (a) 
(1) thereof. 

In so far as the proposed reclassifi- 
cation and exchange by PE of its au- 
thorized and outstanding common 
stock constitutes, within the provi- 
sions of § 6(a)(2) of the act, an al- 
teration of the priorities, preferences, 
voting power, or other right$ of PE’s 
outstanding security holders, we make 
no adverse findings under § 7(e) and 
permit the declaration in this regard 
to become effective. 

The acquisition by PE of its pres- 
ently outstanding common stock is 
subject to the requirements of §§ 10, 
12(c) and 12(f) of the act and Rule 
U-42 thereunder. For the reasons 
previously stated, we find that no ad- 
verse findings are necessary under 
§10(b) or 10(c)(1) and that the 
requirements of §§ 12(c) and 12(f) 
and Rule U—42 are satisfied. 


We also find it appropriate, under 
the circumstances, to make similar 
findings with respect to the acquisi- 
tions by UGI of the shares of the new 
common stock, the $1 dividend pref- 
erence common stock of PE and of its 
outstanding shares of preferred stock. 
We likewise find that the acquisitions 
by PE and UGI have the tendency re- 
quired by § 10(c)(2) of the act. 


As we have already indicated, it 
should be clearly understood that, at 
the present time, we do not pass upon 
the application of the provisions of 
§ 11(b)(2) of the act to PE or the 
holding company system of UGI. 
Nor are we passing upon the applica- 
tion of the provisions of § 11(b)(1) 
with respect to PE and its subsidiaries 
or the remaining interests of the hold- 
ing company system of UGI (exclud- 
ing, of course, the interests which are 
the subject of our two divestiture or- 
ders previously described) as it will 
be constituted upon consummation of 
the proposed plan. We feel that the 
proposed transactions represent pro- 
gressive steps by the system toward 
effectuating the provisions of § 11(b) 
and are satisfied that, as a whole, they 
will serve the public interest and the 
interests of investors and consumers 
by tending toward the economical and 
efficient development of an integrated 
public utility system. 

An appropriate order will issue. 
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Re Consolidated Gas Utilities Corporation 


[Docket No. G—438.] 


Certificates of convenience and necessity, § 104 — Temporary certificate — Nat- 
ural gas connections and service — War needs. 


The public interest, by reason of a war emergency, was held to require 
the issuance of a temporary certificate of public convenience and necessity 
authorizing an interstate natural gas company to make a connection be- 
tween its pipe line and facilities and those of a gas distributing company for 
delivery of gas for distribution pursuant to directives of the War Produc. 


tion Board. 


[February 23, 1943.] 


APPLICATION for certificate of public convenience and necessity 


authorizing gas connections and service; temporary certifi- 
cate issued. 


By the Commission: Upon consid- 
eration of the application for cer- 
tificate of public convenience and ne- 
cessity filed by Consolidated Gas Util- 
ities Corporation (hereinafter called 
applicant) on January 1, 1943, to au- 
thorize certain connections with and 
service to The Gas Service Company 
(hereinafter called Gas Service) as 
hereinafter described, and other perti- 
nent material in the Commission’s 
records and files; and 

It appearing to the Commission 
that : 

(a) Applicant is a corporation en- 
gaged, among other things, in the 
transportation of natural gas from 
Texas into and through Oklahoma to 
Kansas, and in the sale thereof for 
resale for ultimate public consumption 
in Oklahoma and Kansas for domes- 
tic, commercial, and industrial use. 

(b) Applicant seeks a certificate of 
public convenience and necessity pur- 
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suant to § 7(c) of the Natural Gas 
Act, 15 USCA § 717£(c), as amend- 
ed, authorizing the construction, in- 
stallation, and operation of: 

A connection between the pipe line 
and facilities of applicant and those 
of Gas Service near the intersection 
of Bell and Armstrong avenues, Wich- 
ita, Kansas, and a similar connection § 
on the power plant site of Kansas Gas 
and Electric Company near the inter- 
section of Second and Sherman 
streets, Wichita, together with the 
necessary accompanying equipment 
for the operation of such connections 
and the delivery of gas to Gas Service 
for distribution in Wichita and vicin- 
ity pursuant to directives of the War 
Production Board. 

(c) The War Production Board. 
by Directive No. 3 issued November 
17, 1942, under Limitation Order 
L-31, directed applicant and Gas Serv- 
ice to establish, open, and maintain 
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such connections, and applicant to 
make available to Gas Service and the 
latter to accept delivery through the 
connections of such volumes of nat- 
ural gas as the War Production Board 
might thereafter direct to supplement 
the supplies otherwise available to Gas 
Service to satisfy the demands upon its 
distribution system in Wichita and vi- 
cinity but not exceeding such volumes 
as applicant might deliver without 
curtailing its own customers. 

(d) The War Production Board, 
by Directives Nos. 4C and 4D issued 
December 10, 1942, under and pursu- 
ant to the aforesaid Limitation Order 
L-31 and Directive No. 3, directed ap- 
plicant and Gas Service, respectively, 
to deliver and accept at Wichita, Kan- 
sas, until further notice the maximum 
amount of gas which applicant could 
make available, but not less than 10,- 
000,000 cubic feet per day. 

(e) Applicant advised the Com- 
mission by telegram on December 16, 
1942, that it had available for such 
delivery to Gas Service approximate- 
ly 8,000,000 cubic feet of gas per day 
and would have available for similar 
delivery an additional approximately 
2,000,000 cubic feet of gas per day if 
permitted to discontinue service to W. 
S. Fees by Commission action in Re 
Consolidated Gas Utilities Corp. 
(Docket No. G-427), and requested 
authorization for such connections 
and delivery. 

(f{) The Commission granted ap- 
plicant temporary approval by tele- 
gram on December 21, 1942, for such 
connections and delivery of approxi- 
mately 8,000,000 cubic feet of gas per 
day, subject to its filing promptly an 
application for certificate pursuant to 
$7 of the Natural Gas Act, as amend- 
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ed, and Commission Order No. 99. 
The telegram stated further that simi- 
lar approval of additional sale of ap- 
proximately 2,000,000 cubic feet of 
gas per day was contingent upon Com- 
mission action in Docket No. G—427. 

(g) The aforesaid application, filed 
pursuant to such Commission tele- 
gram, states that the connections have 
been installed and service commenced 
at one connection and will be com- 
menced at the second when desired by 
Gas Service. 

(h) Applicant has today been au- 
thorized by Commission action in 
Docket No. G—427 to discontinue serv- 
ice to W. S. Fees. 

The Commission finds that : 

(1) Applicant is engaged in the 
transportation of natural gas in inter- 
state commerce, and the sale in inter- 
state commerce of natural gas for re- 
sale for ultimate public consumption 
for domestic, commercial, industrial, 
or other use, and is a natural gas com- 
pany within the meaning of the Nat- 
ural Gas Act. 

(2) By reason of the present war 
emergency, the public interest requires 
the issuance of a temporary certificate 
of public convenience and necessity 
authorizing applicant to construct, in- 
stall, and operate the aforesaid facili- 
ties, as hereinafter provided. 

The Commission orders that: 

A temporary certificate of public 
convenience and necessity be and it 
hereby is issued for the duration of the 
present war emergency, but not beyond 
ninety days after the cessation of hos- 
tilities, authorizing applicant to con- 
struct, install, and operate the afore- 
said facilities for the delivery of not 
more than 10,000,000 cubic feet of 
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natural gas per day to Gas Service, up- 
on the following express terms and 
conditions : 

(A) The issuance of this temporary 
certificate is without prejudice to the 
authority of the Commission with re- 
spect to rates, valuation, costs, serv- 
ices, accounts or any other matters 
whatsoever in any proceeding now 
pending before the Commission or 
which may come before the Commis- 
sion with respect to applicant, or the 
facilities herein authorized to be con- 
structed, installed, and operated, and 
nothing herein shall be construed as 
an acquiescence by the Commission in 
any estimate or determination of cost, 
or any valuation of property claimed 
or asserted by applicant, nor shall it 


be considered as a determination of 
service area under § 7(f) of the Nat. 
ural Gas Act, as amended. 

(B) In the event applicant desires 
to continue such facilities and opera- 
tions beyond the period of this tem- 
porary certificate, applicant shall then 
file formal application for certificate of 
public convenience and necessity 
therefor in the manner prescribed by 
the Commission under the Natural 
Gas Act, as amended. 

(C) Upon failure of applicant to 
comply with any term or condition 
herein, or upon favorable determina- 
tion by the Commission of an appli- 
cation filed pursuant to Paragraph 
(B) above, this temporary certificate 
shall cease to have any force or effect. 
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Colonial Hotels Operating Company 


New England Telephone & Telegraph 
Company 


[D.P.U. 6967.] 


Payment, § 53 — Deposit to insure — Amount — Hotel service. 
An additional deposit of $75 by a hotel customer of a telephone company 
was held proper where the present deposit was $470, under a rule provid- 
ing for a cash deposit equal to the estimated amount of exchange and toll 
service for any period of two months, where charges had increased and 
were increasing with each succeeding month, charges increasing over a 
period of less than two years from $78.11 to $326.19, 


[February 24, 1943.] 


OMPLAINT against telephone company’s demand for addi- 
tional deposit by hotel; dismissed. 
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By the Commission: On Decem- 
ber 4, 1928, a petition was filed with 
the Department by the Colonial Ho- 
tels Operating Company, doing busi- 
ness as Hotel Gralyn, 20 Charlesgate 
West, Boston, in relation to additional 
deposit demanded by the New Eng- 
land Telephone and Telegraph Com- 
pany. On January 6, 1943, after due 
notice, a public hearing was held on 
the above matter. At the hearing the 
petitioner offered no specific evidence, 
but made a statement through its 
counsel, Edward E. Cohen, Esq., that 
it was the petitioner’s contention that 
the deposit of $470, now held by the 
company, was sufficient to reasonably 
insure the company of its final pay- 
ment for telephone service at said Ho- 
tel Gralyn. The propriety of the in- 
itial deposit was not in question. 

The telephone company contended 


that the present deposit was insuffi- 


cient at this time. It stated that both 
exchange service charges and toll serv- 
ice charges at the Hotel Gralyn had in- 
creased and were still increasing with 
each succeeding month, and that an 
additional deposit of $75 was neces- 
sary, and offered in substantiation of 
this testimony Exhibit I, which 
showed an increase from May 31, 
1941 of $78.11 to $326.19 as of De- 
cember 31, 1942. The petitioner nei- 
ther denied nor refuted this conten- 
tion. 

Massachusetts Rate Schedule . . . 
D. P. U. No. 6... Section 1, Sheet 
2, effective April 26, 1941, provides: 


“Payment for Service 


“D. In order to safeguard it against 
loss of charges or tolls due at the time 
service may be terminated, the tele- 
phone company may require a custom- 
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er or applicant for telephone service to 
make a cash deposit equal to the esti- 
mated amount of exchange and toll 
service charges for any period of two 
months. Simple interest of 5 per cent 
per annum is credited to the customer 
annually or upon termination of the 
service or the return of the deposit by 
the telephone company. The receipt 
of such a deposit by the telephone com- 
pany shall in no way relieve the cus- 
tomer or applicant from compliance 
with the telephone company’s regula- 
tions as to advance payments (if any) 
and the prompt payment of bills, nor 
constitute a waiver or modification of 
the practices of the telephone company 
for the discontinuance of service for 
nonpayment of any sums due for 
service rendered.” 

As to the “two months’ billing” 
rule: 

In Huntington Engineering Co. v. 
Chesapeake & P. Teleph. Co. (1926) 
112 Inters Com Rep 377 [Bulletin 
No. 2659, 172 A T & T Co Com L 
1], the Interstate Commerce Commis- 
sion held that the telephone company 
was authorized to require a cash de- 
posit where a subscriber failed to pay 
bills promptly. The tariff provision 
under consideration provided for a 
“suitable” deposit and the Commis- 
sion held that the rule should provide 
a definite method of ascertaining the 
amount of the deposit and that the 
rule should be amended so that a cus- 
tomer would be required to deposit an 
amount equivalent substantially to two 
months’ charges. 

(It may be stated that the two 
months’ limitation was held reason- 
able even though the telephone com- 
pany concerned, customarily billed in 
advance for exchange service charges 
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and in arrears for bill charges, while 
the New England Company’s rule pro- 
vides for a limitation of an amount 
equivalent to the charges for any two 
months with all billing being in ar- 
rears. ) 

In Manhattan Reporting Bureau v. 
New York Teleph. Co. (1925) PUR 
1926B 1, 3 [Bulletin No. 2493, 166 
A T & T Co Com L 137], the New 
York Commission approved of a rule 
requiring a deposit up to an amount 
equal to two months’ service charges, 
and said in part as follows: 

“Tt must be held to be reasonable 
for the company to demand a deposit 
from subscribers, whose credit is bad 
or who have no credit or standing be- 
cause from its nature telephone service 
is rendered in advance of payment to 
regular subscribers and the determi- 
nation of whom this advance payment 
should be demanded must be left to 
the company itself as the Commission 
cannot intervene to that extent with 
the details of the company’s business. 


Each case should be judged upon its | 
merits and a study of the facts sup | 
rounding each case must be made to” 
determine whether the exercise by the 
company of a rule which in itself js 
reasonable and just has been made un- 
reasonable and unjust in its applica- | 
tion to a particular subscriber. 


“". . . Losses of this character 
[Uncollectibles] naturally must be 
taken up somewhere in the rate strue- 
ture and are finally reflected in rates 
of paying subscribers. It is manifest- 
ly unjust that those telephone sub- 
scribers who do pay their bills in full 
and promptly should be taxed an ex- 
tra amount to make up the losses in- 
curred by those who do not pay.” 
Accordingly, after notice and pub- 
lic hearing, the Department finds that 
the present deposit of the petitioner is 
insufficient and that the demand of the 
telephone company for an additional ~ 
deposit of $75 is consistent with the — 
evidence presented, and the petition | 
is hereby dismissed. 
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SAF-T-KUHL Transformers result in reduced — 
power losses, and better voltage regulation. In 
addition, they reduce maintenance costs be- 
cause SAF-T-KUHL fluid does not require peri- 


Odic conditioning. = 


It will pay you to write for complete facts about 
the many advantages of SAF-T-KUHL Trans- 
formers as well as Kuhlman Power, Distribution, 
C.S.P. and Dry Type Transformers and Line 
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THAT KELP TO SHOW YOU THE RUGGED 
CONSTRUCTION OF KUHLMAN SAF-T-KUHL TRANSFORMERS... 


From its rugged steel frame to its electrically 

orced end coils, a Kuhlman SAF-T-KUHL 

xr is designed and built to easily 

he stress and strain of constant 

heey loads. Because they are filled with a 

_ non-inflammable, non-explosive, inert cooling 

fluid Kuhlman SAF-T-KUHL Transformers are 

100% safe. They may be installed at load 

centers even on beams near the ceiling, thus 
saving floor space. 


7 By making itepracticable to divide existing elec- 
trical circuits into several sections, Kuhiman 
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Last year nearly 30,000,000 work- 

ers were buying War Bonds 
through 175,000 Pay-Roll Savings 
Plans. At an average rate of practically 
10% of gross pay! 


This year we’ve got to top all these 
figures—and top them handsomely! 


“But,” you say, “there’s a Pay-Roll 
Savings Plan already running in my 
plant.” 


Sure, there is—but how long since 
you’ve done anything about it? Check 
up on it today. If it doesn’t show sub- 
stantially more than 10%, it needs 
a thorough re-canvass! 


And you're the man to start it! Organ- 
ize a vigorous drive. Other plants are 
boosting their quotas to 12% and 14% 
of pay-roll. You can do as well, or better. 

In plant after plant, the Pay-Roll 
Savings Plan gives labor and manage- 
ment a common goal. Company spirit 
soars. Production swings up. 

War Bonds help win the war, and 
close the inflationary gap. They keep 
on working when victory comes... 
build an invaluable reservoir of pur- 
chasing power to help American busi- 
ness re-establish itself. You help your 
nation, you help your workers, and you 
also help yourself. Get started today! 


You've done your bit Now do your best! 


THIS SPACE IS A CONTRIBUTION TO AMERICA’S ALL-OUT WAR EFFORT BY 
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Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literatwre and changes in personnel. 


Equipment Notes 


Customer Meter Reading Cards 
Eliminate Call-Backs 

The Pittsburgh Equitable Meter Company 
offers without charge, suitable printing plates 
for any type of Pittsburgh or National meter 
register, to be used in preparing cards which 


GALLONS 
90:90 pirtseurch 
1) 07 


100 


Facsimile of Meter Dial 


show a facsimile of the meter register dial and 
can be left at premises where meter readers 
cannot gain access at the time of their regular 
calls. These cards contain printed instructions 
asking the consumer to mark the position of 
the hands of the meter on the imprinted dial 
and then drop the card in the mail. 
Requests for these plates may be addressed 
to the nearest branch office or direct to the 
Advertising Department at 400 N. Lexington 
Avenue, Pittsburgh, Pa. Indicate the type of 
meter for which the register facsimile is de- 
sired (Arctic, Tropic, Keystone, IMO, Nash, 
Empire, etc.) and specify whether the dial 
should be of the round reading or straight 
reading type, recording in gallons or cubic feet. 





"MASTER*LIGHTS" 

© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
® Hospital Emergency Lights. 


CARPENTER MFG. CO. 
197 Sidney St., Cambridge, Mass. 
"*MASTER*LIGHT*MAKERS" 








New Lighting Transformer 
For War Plant Lighting 


Announced recently by Acme Electric & 
Manufacturing Company of Cuba, N. Y., is a 
new style cold cathode lighting transformer 
especially designed for industrial applications, 
The transformer has a capacity of 120 mili- 
amperes in 3000, 4000, 6000, 9000, 12000, or 
15000 volt secondaries. It is strictly a heavy 
duty, vibration proof unit, with standard con- 
duit box for primary connection and built-in 
parallel electrode housings for direct connec- 
tion of cold cathode tubes. 

The manufacturer particularly emphasizes 
the fact, that in addition to the savings in 
critical materials, the “lamp life” of cold 
cathode tubes makes for inexpensive mainte- 
nance. Installations under test have shown 
continuous operation of 20,000 hours and more 
without appreciable loss in light output or re- 
placements of tubes. 


Goodrich Making Extruded Parts from 
Ameripol Synthetic Rubber 


The B. F. Goodrich Company announces 
that it has succeeded in making extruded parts 
from its Ameripol synthetic rubber which 
have a durometer reading of only 35 — five 
points less hardness than any natural rubber 
compound the company has ever been able to 
successfully put through extruding machines. 

Developed to meet the specifications of an 
aircraft manufacturer, it has a tensile strength 
of 700 pounds, elongation of 700 pounds, can 
withstand cold down to 40 degrees Fahrenheit 
below zero without cracking. 

Even after 48 hours immersion at room tem- 
perature in a solution of 85 per cent kerosene 
and 15 per cent benzine, the rubber shows only 
a 224 per cent decrease in tensile strength and 
only 15 per cent in elongation. 

3esides its application to aircraft, the new 
compound is expected to find many industrial 
uses where compounds having higher duro- 
meter readings do not compress readily enough 
to give a desired air-tight or liquid-tight seal. 


New Boric Acid Fuse 
Announced by Westinghouse 


For outdoor power systems a new weather- 
protected intermediate duty boric acid fuse 
which interrupts the circuit to the faulted 
equipment, and isolates the fault from the 
feeders with a complete 180° air break is 
announced by Westinghouse Electric & 
Mfg. Company. ; 

In the new DBA-1 fuse the blown fuse unit 
is dropped out of the circuit after the fault 
current is interrupted. Thus there is no pos- 
sibility of burning contacts or arcing between 
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When there is itch to dig—or fill—you'll always be glad ) 
you bought a “CLEVELAND.” « « « Keep them in fighting 


fet vw hae 


rim by regular attention to maintenance and lubrication ) 


THE CLEVELAND TRENCHER COMPANY , OF 
r 


20100 ST. CLAIR AVE eer of the Small Trencher CLEVELAND, OH! ‘ 
> unit 
fault LEVELANDS” Save More... Because they Do More 
pos- 
ween 
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Equipment Notes (Cont'd) 


fuse tube and clips, or of any carbonized fuse 
parts breaking down to produce leakage or a 
second fault. Other features are the “de-ion” 
boric acid arc quenching action and the sleet- 
proof ejector mechanism for all-weather 
operation. 

The DBA-1 fuse is available in voltage 
ratings from 7.5 kv thru 69 kv. It is applic- 
able in utility and industrial high-voltage 


G-E Lighting Transformer 


power systems for protecting power trans- 
formers, feeder-circuit sectionalizing, distri- 
bution transformers, high voltage capacitors, 
and potential transformers. 

Further information on the new DBA-] 
Power Fuse may be secured from the manu- 
facturers, department 7-N-20, East Pittsburgh, 
Pas 


New Series-Multiple 
Lighting Transformer 

The General Electric lighting division has 
announced a new series-multiple lighting 


DBA-1 Power Fuse 


transformer which provides a simple means 
of operating a floodlight or searchlight from 
a series lighting circuit. 

The transformer is constructed with a 
built-in film cutout open circuit protective 
wiring device which eliminates the necessity 
of mounting and wiring a separate protective 
device. It is designed to operate a standard 
115-volt multiple floodlight or searchlight. 

The use of the transformer is particularly 
advantageous at guard towers and other re- 


mote points, where the installation of a mul- 
tiple circuit for the purpose would require ex- 
tensive use of critical materials, but where a 
series lighting circuit is nearby. 


te 
Catalogs and Bulletins 


Properties of Ameripol D 


A revised edition of its catalog section on 
“The Properties of Ameripol D,” its oil and 
heat resisting synthetic rubber used i in many 
specialized industrial applications has been 
published by The B. F. Goodrich Company and 
is available upon request. 

The catalog section discusses the properties 
of Ameripol D, including its resistance to va- 
rious substances which are the enemies of nat- 
ural rubber, hardness, tensile strength, elonga- 
tion, weight, color, odor and taste, elasticity 
and permanent set, resistance to tear, abrasion, 
flexing, oils and solvents and heat. 

Two pages are devoted to listing in table 
form the properties of the various com- 
pounds of Ameripol D, including a rough 
guide indicating the services where use of the 
synthetic rubber is practical. 


Charts Give Data On All Types 
Of Fire Extinguishers 


American-LaFrance-Foamite Corporation, 
Elmira, N. Y., announces two new fire ex- 
tinguisher charts, showing the operating char- 











DAVEY TREB TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Expert Tree Men 


A lineman who doesn't thoroughly 
know his business can't get things 
done, and what he accomplishes 
may not be too satisfactory. It's 
the same with tree men. But Davey 
men will please you. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE 
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Transite Conduit saves on labor and material, for it is so 
strong it needs no protective casing. It maintains its 
strength and true form under heavy earth loads and 
traffic pressure. Can’t rot .. . effectively resists soil 
corrosion, smoke and fumes. 








4 
aye 





Transite Korduct is thinner walled, bower priced, other- 
wise identical with Transite Conduit. Its long lengths 
mean fewer joints, fewer spacers. And its unusually 
high rate of heat dissipation lowers cable operating tem- 
peratures, boosts system capacity. 





BOTH THESE DUCTS PROVIDE THESE ADVANTAGES AS WELL --:- 


1. Minimize fire hazard—Transite Ducts can- 
not burn because they are made of asbestos 
and cement. They will not contribute to the 
formation of explosive or combustible gases. 


2. Eliminate electrolysis problem— Inor- 
ganic and non-metallic, Transite Ducts can 
never be affected by electrolytic action. 


3. Make cable pulls easy—'The smooth 
bore of Transite Ducts speeds up cable 
installation. Because the ducts stay smooth 
in service, cables can be removed and re- 


placed at any time with virtually no dam- 
age to sheathing. 


4. Save time on installation—Light in 
weight, supplied in long lengths, Transite 
Ducts are so easy to assemble that only 
the minimum of time and 

expense is required for 

any job. Write for Data 

Book DS-410, Johns- 

Manville, 22 E. 40th St., 

New York, N. Y. 


| OM Johns-Manville : TRANSITE KORDUCT— 
| ‘Trawsire Duers ) 
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SO MUCH 


FOR 


SO LITTLE 
{ 
b d 48 


“1% 
ADDED 
cost 


The most durable L. L. Brown ledger, in 
cS r-xelke MMe} Mmoldellsvolm au ole} ok -1aunlald a-fok 1-1 ao) 
, 19 
counting costs only /% of | , yet gua 
la tA 
rolali-X-5 Wm A OLOWZolm ol dol t-Yal tlela) utmost re 
ance to wear. Your printer will be glad 


to furnish you with L. L. Brown papers 


LL. BROWN 
LepGer Paper 


ESTABLISHED 1549 


100% New Rag Fibres 
L. L. BROWN'S LINEN LEDGER 
ADYANCE LINEN LEDGER 
FORWARD LINEN LEDGER 
85% New Rag Fibres 
L. L. BROWN’S FINE 
75% New Rag Fibres 
GREYLOCK LINEN LEDGER 


50% New Rag Fibres 
ESCORT LEDGER & MACHINE POSTING 


Catalogs & Bulletins (Cont'd) 


acteristics of first aid hand fire extinguishers 
and wheeled engines. : 

The charts tabulate the several types of 
hand fire extinguishers and wheeled engines 
and their suitability or otherwise as applying 
to class “A,” “B” and “C” fires, in accordance 
with Underwriter’s Laboratories classification 
For convenience, a class “D” is added to cover 
the fire hazards of automobiles, commercial 
trucks, etc., and a class “DT” to cover the fire 
risks pertaining to tank-trucks and trailer. 
tractors. 

Recommendations are also included for al. 
cohol and kindred fire hazards. 

The charts give data in condensed form as 
to extinguisher and engine characteristics, 
methods of operation, capacity, range of 
stream, etc. 


¥ 


Manufacturers’ Notes 
Double “E” For Triple “M” 

The Bridgeport Works and the Boston 
Works of Manning, Maxwell & Moore, Inc, 
have been awarded the Army-Navy “E” pen- 
nant for excellence in their war production. 

The honor roll of the two plants showed 
nearly 800 employees who have left to join 
the armed forces. 


Chevrolet Motor Division Producing 
Magnesium Castings 

Announcement has been made by M. E. 
Coyle, general manager, Chevrolet motor divi- 
sion, of the conversion of a division of its 
Grey Iron Foundry in Michigan to the produc- 
tion of magnesium castings, adds another war 
project to the many now operated by Chevrolet. 

Mr. Coyle disclosed that volume is increas- 
ing in line with a planned schedule, with the 
product being used by Chevrolet in its aircraft 
engine program. 

In the field of light metals, Chevrolet is also 
producing aluminum forgings in great volume. 
Three forge plants are producing propeller 
blades, bomber parts, aircraft engine parts, pis- 
tons, and a wide variety of other items for 
the division’s own use as well as for many 
other war contractors. 


Earl Patch Heads 
Crolite Sales 


The appointment of Earl S. Patch as sales 
manager, is announced by Henry L. Crowley 
& Co., Inc., West Orange, N. J., manufacturers 
of the Crolite line of steatite, high-frequency 
iron cores, and powder-metal parts and bear- 
ings. 


DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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The Egry SPEED-FEED, illustrated above, 
is one of the greatest business aids ever 
developed for stepping up the writing of 
typewritten records. It takes only one minute 
to attach the SPEED-FEED to any standard 
make typewriter and instantly converts it 
into a practical billing machine. The Egry 
SPEED-FEED doubles operator output. 

Then there’s the Egry TRU-PAK Register for 
all handwritten records. On the TRU-PAK 
you will write records speedily, accurately 
and economically. Further, it assures com- 


= . 

: 7 
. ODN, 

0 wap 


_ TYPEWRITER SHORTAGE 
‘LABOR SHORTAGE 





~ BUSINESS SYSTEMS 


plete control over all business transactions. 


Egry ALLSET Forms for speed writing hand- 
written or typed records. Interleaved with 
one-time carbons, ALLSETS save many time- 
consuming manual operations. 


Egry Forms Engineers are experts at devising 
new forms or rearranging and simplifying 
existing forms to speed all record writing, 
Further information will be sent on request. 


Free demonstrations arranged at your con- 
venience. Write today! Address Dept. R.513. 
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work together for a Common Cause 


This is a fuse link for underground cable, 

designed by a leading power company and 

used by many. The small aluminum rod, 

coupling the two copper sleeves together, 
has fusing characteristics which make it 

4 highly desirable on this assignment. No 
{Gpoisonous fumes to foul cable tunnels. Its 
Gmelting point is definite. 

The assembly is made by flash butt 


igvelding the copper end pieces to the alumi- 


i. num alloy rod. The completed link is in- 


stalled by soldering the ends of the cable 
i into the copper sleeves. 


Thus, aluminum and copper do a task 


ALCOA 


better, here, than either could do it 
alone. It is a type of cooperation that 
the postwar world is certain to see a 
lot of. Alcoa engineers will gladly help 
you work out any ideas you may have 
along this line. 

A.C.S.R. is a similar example of two 
metals being employed as a team. Alumi- 
num provides high conductivity, steel gives 
high strength, an ideal combination for 
power conductors. Over a million miles of 
A.C.S.R. in service are evidence of its reli- 
ability. ALUMiNuM CoMPANY OF AMERICA, 


2134 Gulf Building, Pittsburgh, Penna. 


AC-5'R 


ALUMINUM CABLE STEEL REINFORCED 
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DOING 
DOUBLE 
DUTY in 
WARTIME 


Offering the space-saving, coiling upward action 
and other operating advantages of the famous 
Kinnear Steel Rolling Doors, these rugged WOOD 
doors have piled up years of satisfactory service 
on various types of installations. 


Now — in wartime — when every possible pound 
of steel must be saved — these time-tested WOOD 
doors are the perfect answer to every service 
door need, in buildings of every type! 


MOTOR 
CONTROL ALSO 
AVAILABLE 


Look at the advantages Kinnear WOOD Rolling (a featuring Kinnear's 
Doors offer: Smooth, quick, easy operation... — ae oe 
a rugged interlapping slat curtain that coils out Current Failure or 
of the way and out of reach of damage... Other Emergency 
maximum savings in floor, wall and ceiling space ra | » 

.. + full protection against wind and weather... 

choice of motor or manual control . .. neat, 

modern appearance ... and maximum savings 

in war-vital steel. Kinnear Wood Rolling Doors 

are available now, in any size, for new construc- 

tion or replacements. Write for details. The 


Kinnear Manufacturing Company, 2060-80 Fields 
Avenue, Columbus, Ohio. 
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Save to Win 
with these four simple rules 
of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225, 








CHLORIDE 
BATTERIES 


— Exide —_ 


...is a vital principle 


of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equiptent in their 
care . . . and today, that need is intensified. 


One helpful principle to, follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE: BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
f 


or 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORE WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








psox OT, Bacon « Davis, anc 


RATE CASES 

CONSTRUCTION ‘ APPRAISALS 

OPERATING COSTS Engineers INTANGIBLES 
VALUATIONS AND REPORTS 

NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 








ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 











J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
N Management Reo 


‘ew Projects 
Consulting Engineering 
Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York Son Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON +* NEWYORK «© CHICAGO «© HOUSTON © PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 











THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 














BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
1) PARK PLACE, NEW YORK CITY Original Cost Studies. 


36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 

















BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ee 
Appraisals, investigations and _ re- ee eae 
Ports, design and supervision of con- DESIGN AND SUPERVISION VALUATIONS 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


4706 BROADWAY KANSAS CITY, MO. 
BOSTON NEW YORK 
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JENSEN, BOWEN & FARRELL PILE 


Engineers 
Ann Arbor, Michigan of Catalogs? 
i Find the 


rate inquiries, depreciation, fixed capital ease 
reclassification, original cost, security issues. Fitting 











you need, 
A. S. SCHULMAN ELEctRrRIc Co. quickly — 
gi in the COMPLETE line 


TRANSMISSION LingS—UNDERGROUND DistRrI- 
BUTION — Power STATION — INDUSTRIAL — If you have a Penn-Union Catalog, you 
CoMMERCIAL INSTALLATIONS can instantly find practically every good 
type of conductor fitting. These few 


537 SoutH Dgarsorn St. Cxicaco can only suggest the variety: 








Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts, 





J. W. WOPAT 


Consulting Engineer 

Crasseunks s aie L-M Elbows, with compression units 
mstruction Finan , 4 giving a dependable grip on both con- 
Appraisals—Financia ductors. Also Straight Connectors and 
Rate Investigations Tees with same con- 

tact units. 


1510 Lincoln Bank Tower Fort Wayne, Indiana 





Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


* he 
Max I m um H »S Clamp ‘Type Straight Connectors 
removal per Ib. ° apaah 


minals, Stud Connectors, etc. 
0 @) Xl e , Jack-Knife connectors for simple 
e and easy disconnection of mo- 
; ey tor leads, etc. Spring action— 
self locking. 








> @ Lavino Activated-Oxide is Vi-Tite Terminals for quick 
made specifically for maximum sulphur re- installation and easy taping. 
Also sleeve type terminals, 


moval...is not justa ‘satisfactory’ purifying screw type, shrink fit, etc. etc. 
medium merely by virtue of incidental 

properties, but is made especially for maximum EE—_—_—_—_ 
capacity and activity, maximum trace removal 
and shock resistance. As such, wedo not believe Splicing Sleeves, Figure 8 and Oval, seamless tub- 
you will find Lavino Activated Oxide has ing—also split tinned sleeves. High conductivity 

any close rival — comparing cost, comparing copper; close dimensions. 
performance and comparing savings. Preferred by the largest utilities and 
We'll be glad to tell youall about its remarkable electrical manufacturers—because they 
record; just write a note on your letterhead to have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 


E. J. Lavino and Company bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


ZINN 1528 Walnut St. 


| ACTIVATED” Vaart 
LB fs 
Lys Penne. L ENN-UNI ON 


CONDUC TOR FITTINGS 
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Cast down your bucket 


Lost at sea for many days a ship suddenly sighted 
a vessel. From the unfortunate ship’s mast a signal 
was given, “Water, water; we die of thirst!” ‘The 
distant vessel at once replied, “Cast down your 
bucket.” And again the signal, “Water, water, we 
die of thirst!” Back came the answer, “Cast down 
your bucket where you are.” Again and again the 
same signal; the same reply. Finally in desperation 
the captain of the distressed vessel cast down a 
bucket. It came up full of fresh, flowing water 
from the mouth of the mighty Amazon River. 


Cast your bucket right in your’ plant, right in your 
fields of operation. Check your flow lines and dis- 


cover what your valve costs really are. Then let 
Nordstrom Valve engineers prove the definite sav- 
ings you can make by replacing costly-operating 
valves. By use of Nordstrom Multiport Valves you 
can invariably save extra piping, extra fittings, and 
make one or two valves do the work of three or 
four. Perhaps your valve replacements have been 
all too frequent. Then consider the extended life of 
Nordstroms. They conclusively prove their economy, 
even when their initial cost is slightly more than 
that of ordinary valves. So again we say, “cast 
vour bucket” for Jower valve costs on all your flow 
lines. A signal to Nordstrom engineers is sufficient. 


NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL AND GREASE METERS 
Main Office: 400 Lexington Ave., Pittsburgh, Penna. 
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OUPLIMATS 


WE 
OW WHITE pep CLEAR Bac 


R00UCTIONs 
¢ 


MULTILITH 
UPLICATORS 





RY prepared — DUPLIMATS are as easily handled by 
typists as any sheet of ordinary paper. Nothing strange or 


mysterious to learn. Type on them, write on them with pen and 
ink, draw on them with crayon pencil, brush or ruling pen. Use 
drawings, maps, graphs, ruled tables, sketches, cartoons—almost 
anything you can put on paper. In case of error, erase and correct 
as you do on other paper. 

Simple, quick, economical—and every copy is an actual 
facsimile of the master. 

In addition to the use of these new DUPLIMATS, there are 
other ways to increase the services of your Multilith and Multi- 
graph equipment. For more ideas, send for a trained Multigraph 
representative. Call or write nearest Agency, or write— 


MULTIGRAPH DIVISION 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION 
CLEVELAND, OHIO 





Multigraph and Multilith are trade-marks registered in the United States Patent Office 











IN PLANTS OF ALL TYPES 


TODD BURNERS 


ARE WORKING FOR VICTORY 


Wherever trouble-free, depend- 
able combustion of liquid and 
gaseous fuels is a necessity... 
on land or sea... Todd Burners 
are delivering unsurpassed per- 
formance in the production of 
heat and power. 





A flock of deadly eagles hovers over Nazilang 
laying eggs with uncanny accuracy. They ar 
American-built long range bombers. . . and evet 
the best of the German fighter planes that rise up tt 
give battle are no match for these tough warbird 
They brush the buzzards off like so many flies.. 
send them flaming back to the hell they came from 


Every day new swarms of these unsurpassed four 
motor bombers come off our aircraft productios 
line’. . . a production line that is the miracle 
modern times. American skill, American swea 
American methods have made it possible. 


And what is true of our heavy bomber output i 
equally true of our entire war production. A mericaf 
industry is swinging from the heels .. . with all it 
tremendous might! 


TODD SHIPYARDS CORPORATION 


TODD COMBUSTION DIVISIO 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTO 
SEATTLE BUENOS AIRES LONDON 


TODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION §RONT | 
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